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PREFACE 


The  State  Planning  Board,,  in  conjunction  vrith  the  Departir.ent 
of  Conmerce,  has  been  laying  the  gioundvrork  for  a comprehensive  study  of 
the  economy  of  the  Corrimonwealth  of  Pennsylvania.  This  document  is  the 
first  of  a series  of  annual  reports  that  the  Board  plans  to  submit  to 
the  Governor,  The  word  ’’preliminary”  in  tiie  title  is  used  advisedly. 

Of  necessity  this  report  has  many  limitations  and  it  can  only  claim  to 
skim  the  surface  of  economic  analysis.  This  is  especially  the  case  with 
the  report  on  the  current  operation  of  th.e  Statens  economy.  Many  of  the 
types  of  indicators  used  by  the  Council  of  Economic  Advisers  in  the 
annual  analysis  of  the  National  econoiry  are  not  available  for  Perinsyl- 
vania.  There  is  almost  a total  absence  of  current  data  on  production 
and  income.  Employment  figures  are  available^  but  they  have  many 
limitations . 

To  compound  the  probler..^  . satisiactoiy  framev/ork  for  analysis 
does  not  exist  at  the  present  time.  The  National  Income  Accounts  provid'e 
such  a framework  for  the  analysis  of  the  National  economy,  ' The  Federal 
Government  has  only  had  this  system  since  the  1930’s.  Regional  economics 
is  a rather  recent  field  of  inquiry-.  The  theoiy  has  made  rather  rapid 
advances  in  recent  years,  but  it  has  not  as  yet  been  widely  used  in 
policy  making  and  programming  in  state  government. 

The  State  Planning  Board  and  the  Department  of  Commerce  hope 
to  eliminate  both  the  data  problems  and  analytical  problems  through  the 
planned  economic  research  program  which  is  outlined  in  the  Board’s 
publication  TOWARD  A STP.TE  DE\ELOP>SNT  PL.bN,  This  research  program 


will  make  more  accurate  and  intensive  analysis  possible.  It  will  also 


permit  more  definitive  program  and  policy  guides. 

In  planning  this  researoii  program  the  State  Planning  Board  and- 
the  Department  of  Commerce  liave  had  advice  and  assistance  from  many 
State  agencies  and  the  four  State-aided  universities.  A number  of 
seminars  \^’ere  held  in  1962  and  the  following  people  participated  in 
addition  to  the  Planning  Board  staff: 

Department  of  Commerce: 

Daniel  Rogers , Director^  3.  rear  of  Conimunity  Developmiont. 

R.  Otto  Amann,  Assistoi'-  rector  for  Special  Programs, 

Bureau  of  Coirmunit}'  Scveiopment. 

Department  of  Labor  and  Indus  tip, 

Anthony  J.  Bryski,  Director^  Bureau  of  Statistics, 

' DepartciGnt  of  Internal  .Affairs  : 

Emmett  K.  V/elch,  Director,  Bureau  of  Statistics. 

Pennsylvania  State  University; 

Ned  Shilling,  Lecturer  in  Business  Statistics, 

Dr.  E,  V/illard  Miller,  Professor  of  Geography. 

Dr,  Roger  B,  Saylor,  Professor  of  Business  Statistics. 

Temple  University: 

Dr.  John  F.  Adams,  Assistant  Vice  President  for 
Research  and  Development. 

Dr.  Louis  T.  Harms,  Associate  Professor  of  Economics 
and  Assistant  Dean  for  Research. 

Dr.  Jack  Gelfand,  Associate  Professor  of  Economics, 

University  of  Pennsylvania: 

Dr.  Edward  L.  Brink,  Associate  Professor,  Director  of 
Management  Science  Cerate r. 

Dr,  Stanley  Shapiro,  Assistant  Professor  of  Marketing, 
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University  of  Pittsburc’h: 


Dr«  Edgar  M,  Hoover^  Dir  ':'\or  oi  tne  Center  for 
Regional  Eeoncmic  S'c.’.dies  <, 

Dr,  Benjamin  Chinite^  Chairman  of  the  Department  of 
Economics, 

Dr.  Charles  L.  Leven,  Associate  Professor  of  Economics. 
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THE  STATE  OF  THE  PENN5YLV;0>IA  ECONOMY 

Recovery  From  the  Nation's  For.rth  Post-Jar  Recession 

Pennsylvania,  along  with  the  entire  Nation,  has  gone  through 
four  business  recessions  in  the  Post  World  VJar  II  period.  The  economy 
dipped  in  1949,  1954,  1958,  and  1961.  Table  A illustrates  the  changes 
that  have  taken  place  in  employment  and  unemplojmient  during  1961  and 
1962. 

February  df  1961  was  the  trough  of  the  last  recession  and  " 
since  that  time  we  have  been  undergoing  a period  of  economic  expansion 
and  recovery.  In  Februaiy  of  1961  Pennsylvanians  unemplojmient  stood 
at  544,000  and  employment  at  4,l.ll,o00.  These  represent  the  highest 
unemployment  and  the  lovrest  emplcytient  figures  in  the  entire  1961-1962 
period.  Employment  reached  a high  for  the  tv/o-year  period  in  June  of 
1962  with  4,348,700  and  unemploimx'at  reached  a post-recession  low  of 
318,000  in  October  of  this  year. 

This  October  unemployment  figure  'uas  also  the  lovrest  in  the 
past  five  years.  This  gives  a clue  to  one  of  the  disturbing  facets  of 
this  recovery  period.  The  Nation  and  Pennsylvania  had  rpver  really 
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PE>p^SYLyANT\  EM'^LoyiPiT  P’P 

I'PLCy-IENT 

DURING  TrIE  19  61  - 1962  ECONOMIC 

RECOVERY 

PERIOD 

% Increase 

% Increase 

over  previous 

Labor 

Employment  year 

Un  empl oyment 

Force 

1961 

January 

4,139,000 

- 2.9 

533,000 

■ 11.4 

February 

4/111,300 

- 3 0 6 

544,000 

11.7 

March 

4,150,500 

- 3.5 

505, 000 

10.8 

April 

4,189,700 

- 3.2 

462,000 

9.9 

May 

4,230,200 

- 2.9 

435,000 

9.3 

June 

4,300,900 

- 2.3 

472,000 

9.9 

July 

4,275,400 

- 1.6 

444,000 

9.4 

August 

4,292,300 

- 1.2 

411,000 

8.7 

Sept ember 

4,292,900 

- .5 

370,000 

7.9 

October 

4,307,600 

,,1 

355,000 

7.6 

November 

4,299,400 

, i 

374,000 

• 8.0 

December 

4,328,100 

1. 5 

383,000 

8.1 

Annual  Average 

4,243,200 

- 1,-5 

440 „ 700 

9.4 

1962 

January 

4,199,900 

446,000 

9.6 

February 

4,207,600 

2.3 

42  6,000 

9.2 

March 

4,220,800 

1.7 

400,000 

8.7 

April 

4,269,300 

1.9 

353,000 

7.6 

May 

4,297,900 

1.6 

339,000 

7.3 

June 

4,348,700 

1.1 

373,000 

7.9 

July 

4,306,100 

.7 

330,000 

8.1 

August 

4,307,400 

.4 

351,000 

r 

7,5 

September 

4,310,200 

.4 

319,000 

6,9 

October 

4,300,800 

- « 2 

318,000 

6,9 

November 

4,289,700 

4,330,000.;;. 

- . 2 „ 

342,000 

7.4  ,, 

December 

*0 ;; 

350,000"^ 

7.5; 

Annual  Average 

4. 2, 02. 400 

,9  '' 

366,400 

7.9" 

.''ource:  Ponnsylvania  Bureau  of  Ehiployment 
S e c u ri 1 7 . Pennsylvania  Employment  and 
PaTrn.nqs 


State  Planning  Board  Estimate 


recovered  from  the  1958  reccssie-  :;fore  ve  slipped  into  the  1961 
recession.  June  employment  in  1962  ;vas  still  172,500  under  the  1957 
figure  of  4,521,200,  For  ever/  month  1957  employment  was  higher  and, 
except  possibly  for  December,  unemployment  v/as  lower  than  was  the  case 
in  1962. 


Another  disturbing  fact  is  that  even  in  peak  periods  in  Penn- 
sylvania there  is  still  an  alaiTr.inr  amount  of  unemployment.  The 
October  figure  of  318,000,  the  five'-year  low,  still  represents  6.9 
per  cent  of  the  labor  force.  7'his  is  almost  three  percentage  points 
above  what  is  generally  consider  tolerable  level  — four  per  cent. 
Even  in  the  relatively  bright  1957  perioo,  unemployment  never  dropped 
below  5,6  per  cent  of  the  labor  force. 

Another  disturbing  devcl^/'/ent  is  that  the  pace  of  recovery 
has  slackened  considerably  in  1962.  xis  Table  A indicates,  in  the  early 
part  of  1962  there  was  steady  irp^'/  .ement  each  month  over  the  corres- 
ponding period  in  1961.  This  trena  softened  during  the  last  half  of 
1962  and  employment  in  October  and  November  v/as  actually  lower  than 
the  corresponding  month  in  1961.  This  follows  the  National  experience. 
The  Coimcil  of  Economic  Advisers  reported  to  President  Kennedy  that 
the  pace  of  expansion  in  1962  v/as  slower  than  that  for  1961. 

In  November  (the  latest  figures  available)  average  hourly 
earnings  for  production  workers  in  manufacturing  v/cre  $2.41  — three 
cents  above  November,  1961.  Average  w’cekiy  hours  worked  dropped  from 


39.7  in  November  of  1961  to  39,1  in  November  of  1962. 
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Pennsylvania  Indus' 


'oup  IZaiplo^anent  — 1962 


V.liile  the  total  econc:?.ie  picture  has  improved,  the  situations 
within  the  major  industry  groups  have  been  mi:^:ed.  Table  B relates 
average  annual  employment  in  "l.e  1950-1:362  period  to  employment  irt  1950. 

As  this  chart  indicates  there  has  been  a rather  steady 
decline  in  employment  in  agri~'_,_. ere..  Iris  proceeded  at  a somewhat 
faster  pace  in  1962  because  c-  ■ severe  draught  in  somie  counties. 

The  decline  in  minin^  cc.ployment  has  been  slowing  do\^'n  for 
several  years.  Most  of  the  employment  loss  in  former  years  could  be 
attributed  to  lack  of  demand  rl  cerl.  Coal  employment  has  now 
reached  almost  a balance  with  cu.rrent  and  projected  demand.  Auto- 
mation may,  hov/ever,  contribu,^  ;r  a grrdual  attrition  of  coal 
employment.  There  was  only  a 1.-:-  negative  shift  in  the  index  in 
1962  compared  to  shifts  of  as  high  as  18.8  in  other  years. 

Manufacturing  employment  increased  in  1962,  although  the 
improvement  was  slight.  In  1961  it  was  at  its  lowest  point  since  1950, 
Transportation  and  Public  Utilities  was  the  only'  sector  in 
addition  to  agriculture  and  mining  that  actually  lost  ground  in  1962. 

As  is  the  case  with  the  three  groups  miCntioned  above,  these  declines 
can  be  attributed  largely  to  structural  problems  within  the  industry 
that  will  be  dealt  v/ith  in  the  body  of  this  report. 


Gains  in  the  self-em.ployed,  contract  construction,  wholesale 
and  retail  trade,  finance,  insurance,  and  real  estate,  and  serv'ices 
sectors  were  modest,  ranging  from  no  gain  to  almost  two  index  points. 


6 


B 


INDEX 

OF  INDUSTRY  D: 

- < . i. 

I'Y  PENNSYLVANIA 

. — 

Farm 

Self 

Emplovment 

Emoloved  etc . 

N f-T  .. 

■‘il  — « 

Minin? 

0r>n  . Onn  c;t-  ^ 

1950 

ICO 

100 

xC'V 

100 

100 

1951 

96.6 

98.0 

1 P '•f  O 

_i.V  / » 

98.4 

113.3 

1952 

94.7 

94.4 

..  . ‘v  ~ ' m ^ 

■i?.0 

113.7 

1953 

91.8 

95.9 

-T  ■: 

-L  -L  _ * 

78.8 

113.1 

1954 

89.1 

96.7 

100.7 

60.9 

107.3 

1955 

83.9 

100.6 

102.0 

53.6 

111.8 

1956 

78.0 

103.0 

» V-' 

52.1 

113.5 

1957 

74.  5 

105.0 

50.4 

109.3 

1958 

74.2 

107.3 

9-t  . 3 

43.2 

104.4 

1959 

71.2 

109.3 

94,6 

36.2 

105.6 

1960 

68.4 

109.3 

97.2 

33 . 1 

98.5 

1961 

66.0 

110.7 

93.2 

29.0 

94.7 

Est. 1962 

62 . 0 

111.8 

94.0 

27. 6 

95,7 

Transp. 

Services 

S'  P,V. 

UN  S R, 

F.  I t' 

E.  & Mi sc. 

Gov. 

1950 

ICO 

100 

100 

100 

100  _ 

1951 

105.5 ■ 

101.7 

102.6 

102.7 

108.0 

1952 

72.8 

103,4 

108.5 

105.1 

110.9 

1953 

73.1 

104.4 

110.5 

106.4 

111.3 

1954 

95.1 

103.5 

113. 5 

107.9 

113.2 

1955 

96.0 

105.2 

116.5 

111.3 

116.4 

1956 

97.0 

108.3 

119.8 

116.4 

119.0 

1957 

95.5 

108.1 

122,7 

120.5 

121.1 

1958 

86.9 

105.5 

124.0 

123.1 

124.3 

1959 

85.3 

106.4 

125.2 

126.3 

12  5 . 5 

1960 

84.3 

107.0 

127,8 

128.9 

128.2 

1961 

80.7 

105.6 

129.6 

131.1 

122 . 7 

Est, 1962 

80.6 

106.3 

129.6 

133.0 

137.1 

1950  Employment  = 100 


This  index  was  prepared  by  the  State 
Planning  Board  using  Bureau  of  Fr.g'iloyme.r.t 
Security  data  and  the  Planning  Board's  1962 
estimate. 
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The  only  major  Indus tiy  group  that  shov;ed  significant  in- 


creases in  1962  v/as  goveirtnent. 


The  Distribution  of  Employm.ent  and  Unemployment 

in  Pennsylvania 


The  November,  1952,  dist2i'ibution  of  emplojitent  and  unemploy- 
ment in  the  major  labor  market  areas  of  the  State  is  shov^Ti  in  Table  C. 
The  percentages  of  the  labor  force  unemployed  in  the  Altoona,  Johns tox-m, 
Pittsburgh,  Scranton,  Wilkes-Barre- -Hatilctcn  area  are  all  above  the 
State  figure  of  7.4  per  cent  and  above  the  level  considered  to  indicate 
substantial  unemployment  — 6 per  cent.  All  but  seventeen  couhties 
and  part  of  another  have  sufficiently  high  unemplo^nment  to  be  eligible 
for  assistance- under  the  Area  Redevelopment  Acto 

The  customary  way  of  looking  at  unemplojmicnt  is  to  calculate 
the  pei'centage  of  the  civilian  labor  force  unemployed  in  a particular 
area.  This  figure  is  a good  indication  of  an  area’s  economic  health, 
but  used  by  itself  it  may  distort  the  unemployaent  picturer.  For 
instance,  the  Johnsto’-.m  labor  market  area  in  November  had  the  highest 
percentage  of  the  labor  force  unemployed  with  13.5  per  cent.  This 

4 

represents  11,700.  In  the  light  of  the  percentage  unemployed  figure, 
it  is  customary  to  view  the  entire  southeastern  part  of  Pennsylvania 
as  relatively  healthy.  But  in  the  Philadelphia  labor  market  area, 
with  an  unemployment  rate  of  6.0  per  cent  in  November,  there  were 
113,700  people  out  of  work.  This  is  a third  of  all  the  unemployment 
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EMPLOYMENT  AND  UNE^^PL0Y1^SNT 


IN  TMS  >LUOR  LADOR  MAILNET  AREiS 
(NOVEMBER  1962) 


UnemplojTTient 


Labor 

Market 

Area 

Total 

Woi-k 

Force 

Total 

EniDlovr.ient 

Total 

Unemploymen 

As  a % 
of  V/ork 
t Force 

As  a % 
of  Stat 
Total 

Total  State 

4,631,700 

4,289,700 

342,000 

7.4 

100.00 

Allentown-Bethleheni-Easton 

220^900 

209,300 

11, 600 

5,3 

3.4 

Altoona 

53,100 

46,  300 

6,800 

12.8 

2.0 

Erie 

96,100 

89,300 

6,800 

7.1 

2.0 

Harrisburg  Area 

171,700 

164,500 

7,200 

4.2 

2.1 

Johnstown  Area 

86,700 

75,000 

11, 700 

13.5 

3.4 

Lancaster 

124,400 

120,800 

3,600 

2.9 

1.0 

Philadelphia  Area 

1, 889, 300 

l,775,v600 

113,700 

6.0 

33.2 

Pittsburgh 

932,300 

840,500 

91,800 

9.8 

26.8 

Reading 

126,100 

121,200 

4,900 

3.9 

1.4 

Scrajit  on 

95,800 

55,800 

10,000 

10.4 

2.9 

V/iikes-Barre  Kaoleton 

123,400 

116,000 

12,400 

9.7 

3 . 6 

York 

106,800 

101, 700 

5,100 

4.8 

1.4 

Remainder  of  State 

600,100 

543,700 

56,400 

9,4 

16.4 
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in  the  State.  The  Fittsburgh  labor  marine t area  accounts  for  another 
26,8  per  cent  of  Pennsylvanians  unemploj’tient.  This  in  no  way  is 
intended  to  minimise  the  plig]'.t  of  the  rest  of  the  State.  Unemploy- 
ment must  be  fought  in  terms  of  individuals  and  not  percentages.  In 
terns  of  numbers  then  v;e  must  give  great  attention  to  the  two  major 
metropolitan  areas  of  the  State ^ 


The  year  of  1062  vac  one  of  gtavlual  economilc  ocepansion  in  both 
Pennsylvania  and  the  Nation.  Using  inoreases  in  eraplojTtent  as  an  in- 
dicator^ the  year  started  out  rather  strong  and  finished  rather  weak. 

The  impact  of  seasons  and  cycles  on  Pennsylvania  pales,  however,  when 
compared  with  that  of  the  basic  structural  changes  that  are  taking  place. 
In  its  seasons  and  business  cycles  Pennsjcl vania  parallels  the  Nation 
in  large  measure.  The  dowward  shifts  ii;  some  of  the  Statens  basic 
industries  have  endured  over  se\r.  '.  j_  bus.irvcss  crudes  and  many  seasons. 

In  the  best  of  times,  Pennsylvania  u.as  economic  problems.  The  origin 
and  impact  of  these  problems  is  the  subject  of  tlie  bcc.y  of  this  report. 


A k_>  _ ,‘j  f^kL%AZi.  W 


PKOBLSMG 


\,v  i J-jO 


rr'  r* 

* ;.i 


The  one  overwhelming  characteristic  of  the  American 
economy  today  is  change  and  innovation.  Ive  have  an  economy  of 
systematic  invention.  Nev;  processes^  new  materials new  demands 
constantly  alter  the  face  of  cur  economy  and  threaten  the  thriving 
enterprise  of  today  v;ith  obsolescence  tomorrow.  Television,  air 
travel,  coin-operated  dry  cleaning,  and  iristant  mashed  potatoes 
are  on  the  scene  today  while  once  common  phenomena  such  as  rail 
travel,  a coal  furnace  in  the  home,  or  the  circus  are  things  of 
the  past.  The  street  trolley  car  may  soon  be  a museum  piece. 


> 


Change  in  Hov;  We  Produce 

There  is  also  an  accelerating  change  in  the  way  things  are 
produced.  More  and  more,  machines  do  both  the  labor  and  the  thinking 
once  done  by  man.  The  speed  of  technological  change  and  its  wide- 
spread impact  has  been  profound.  — indeed,  we  are  in  the  throes  of 
a second  industrial  revolution.  Few  hrdustries  have  remained 
untouched  by  this  trend  toward  red’.ucing  the 


mental  and  physical 


y 
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role  of  man  in  the  process  of 
as  old  as  the  spinning  jenny  a 
in  1642,  but  computers  v;ere  vi 
Nov;  the  automated  production  1 
a common  siglit. 


rodi'.ction:  hcutomation  is  at  least 
d Pascal  invented  an  adding  machine 
tuall^a  unknouTi  before  World  War  II. 
ne,  vratchcd  over  by  a computer,  is 


Change 


WJ;c:.'e  Produce, 


There  have  been  gr.-^-  r a.  an::.?,  i;-:  v’~crc  things  are  produced, 
too.  In  1929,  75  per  cent  . ...1  ;.;"ra:faeturing  employment  was  in  the 
Northeast.  By  1958  this  had  shrurJc  to  60  per  cent  and  the  shift  goes 
on.  Generally,  there  is  a trend  toward  more  equal  distribution  of 
manufacturing  throughout  the  United  States.  In  addition,  new 
manufacturing  centers  are  springing  up  in  the  Southeast  and  the  Far 
V7est.  The  shift  of  population  and  changes  in  technology,  resource 
inputs,  and  transportation  costs  lie  behind  these  shifts.  Amenities 
and  expanding  employment  and  inves'cment  opportunities  lie  behind 
the  shift  of  population  to  such  states  as  California  and  Florida. 


Changes  in  Naticnal  Sc 
The  perform.ance  of  tlje  national 
is  also  bound  to  have  a profound  effect 
in  Pennsylvania,  For  example,  there  ha 
in  the  period  from  1945  to  t.'.e  present, 
seems  to  be  less  severe,  there  is  also  a 


onomy 

economy  from  y^ear  to  year 
upon  our  economic  v^elfaro 
ve  been  four  business  cy’^cles 
Wliile  each  nev/  recession 
disturbing  reduction  in  the 


> 
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degree  of  rccoveiy,  Eech  nc'-.v*  cycle  adds  to  a pool  of  hard  core 
unemplo}T;;ent  v;hich  persists  throughout  the  recovery  period.  The 
pool  of  long  term  lineinployed  (fifteen  veeks  or  more)  in  the  United 


States  during  years  of  rela- 

1948  

1957  — .. 

I960  — — - 


y ...0^ 


■r  unemployment  shot's  this : 


100,000 

21 2. ,000  (Korean  War) 

.'r.cO'oOO 

•«— « 955,000 


The  average  for  1262  may  be  over  1,000,000, 

There  is  a general  consensus  in  the  Nation,  that  our 
economy  is  not  performing  well,  that  our  rate  of  growth  should  be 
five  or  six  per  cent  per  year  instead  of  less  than  three  per  cent. 

Maiiy  reasons  are  given  for  this  sluggishness  — excessive 
ttuces,  a satiation  of  consumer  demand,  over-capacity  in  our  production 
facilities,  wage  rates  which  have  priced  some  of  our  output  out  of  the 
world  market  or  obsolete  facilities  losing  out  to  more  modem  foreign 
competition  — the  list  is  endless. 

Uliatever  the  reasons,  Pennsylvanian's  economy  is  highly 
sensitive  to  lag  or  decline  in  the  Nation.  This  is  the  result  of 
our  State '^s  peculiar  ”busmcss  mied'  which  tends  to  concentrate  to 
an  exceptional  degree  in  r 'v:  production  of  basic  commodities. 
InevitCibly  a national  declkte  in  consumption  affects  basic  industries, 
such  as  steel,  far  more  seriously  than  non-commodity  industries. 

But  Pernsylvania^s  problems  are  still  more  deeply  rooted 
than  this.  Let  us  examine  them  briefly. 
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I . PENNSYLVANIA  • S 


jNGIV 


■'E’RDA'' 


AND 


TODAj 


From  the  earliest  da;/s  of  the  American.  Republic,  Pennsyl- 
variia  has  been  the  '’Keystone”  of  the  Nation,  and  \\dth  good  reason. 

The  rich  farms  of  Southcaster.n  Pennsylvania  were  the 
breadbasket  of  the  colonies. 

The  lush  forests  which  covered  the  Commonwealth  from  one 
border  to  the  other  pro^/ided  the  timber  for  building  a nation. 

Our  superb  rivers  gave  us  more  than  the  water  needed  for 
industrial  growth,  they  gave  us  access  to  both  the  sea  and  the 
hinterland.  Result:  commerce  thrived. 

The  rich  ores  beneath  our  soil  gave  rise  to  an  early  iron 
industry  which  later  blossomed  into  the  greatest  steel  complex  on 
earth. 


In  one  industry  after  another- 
unparalleled  primacy. 

Situated  athwart  tlie  most  vital 
America,  Pennsylvania  incvitc'.'ly  beccuTie 
of  the  Union.  The  Penns3Nvr.ni''  Railroa 
system  in  existence.  Along  Its  tracks, 
another  spawied  and  grev.a 


Pennsylvania  established  an 

routes  into  the  heart  of 
the  transportation  keystone 
d grew  into  the  largest  rail 
one  great  industry  after 


/ 


/ 


/ 


/ 


1 


3y  1920,  Pennsylvsuiia  had  beccnie  the  "Industrial  Titan 


/tnerica". 


To  one  acitiring  obsert’er  in  1919:  here  is  hov  our  Ccirnion- 


wealth  appeared : 


ao 


"The  n^anui''act urine 
epic  of  human  energ:/, 
than  the  facts  i 


Lnaustr".’’  oz 


raor 

of  the  UrJ-ted  States, 


:;no- 


succeea  in  procucing 
factures  and  more  than  a 
storj’-  could  a.ppeal  more 
district  constituting  c.: 


V Po nn sylvan i a ; is  an 
bit  of  Fiction  could  thrill 
one-tv.'clfth  of  the  people 
tion  on  earth,  can 
tne  Republic's  manu- 
ts  ntLnerals.'  Or  what 


-t.  , V-'  Cfc  w - w.*  • 1 

o 'l1  o — c i ^ c r i G s. 


“CP  ■ ‘ 


V'.i 


:.:e  one  v;nich  tel^s  nov  a 


a tncusanctn  p£ 


of  the 


land  surface  ana  possessl:u:  only  one-na^l  ox  one  p 


e 

ercent 


th's 


of  tne  eartn^s  people  proc-  ces  one 
oig  iron  and  the  sate  ihi on  ^ 


-siuth  of  the  world's 


. t s cox 


T I 


.Some  one  has  observe: 


7“  V-  d-*  QTr  5 

O X . ...  Cr  . V X.  . 


nnsyj-vania'  s 

bridges  span  most  of  the  rivers  of  the  earth,  and  that 
Pennsylvania  locomotives  run  over  Pennsj^lvania  rails  in 
the  Occident  and  Oi-ier.t  alikej  across  the  Arctic  v/astes 
and  through  tropical,  jungles,  through  the  heart  of 
civilisation  and  on  the  border  of  savag eland.  The 
clatter  of  the  iron  pig  of  Perrasylvania  is  heard  through- 
out the  world,  along  with  the  squeal  of  the  edible  porker 
of  Illinois. 


"The  Sta.te  makes  nearly 
lace,  more  than  a thira  of 
than  a tliird  of  its  chocol 
its  felt  hats,  and  more  th 
produces  more  asbestos  .mar: 
the  country,  ana  more  bin 
leather  than  an}'-  other  ; 


x.tc; 1 dn 


the  count r}^'s  cotton 


its 

c ar 

pG  C 

s and  rugs. 

more 

" 1 0 3 

cincl 

CO 

coa,  near!}'- 

half 

of 

an  a 

rd 

of  its  sillc. 

It 

ufacc 

urc 

5 A. 

han  all  the 

rest 

of 

;-:g,  i 

am,  hammocks 

and 

;sented  on  our  starry  flag. 


"As  might  well  be 


manufacturing  industries. 


naturaa  resourcv.o. 


K'.ayinea,  s’ucn  versatility  in  its 

ouplec  with  seemingly  endless 
s,  has  created  great  weaJ.th.  Therefore, 


t is  stated  that 


when  i 
the  property  in  the  C a 


fiftee.i 


billion  doi: 


escir 
oai  t: 

c-  U- 


a orue  value  of  all 


.r.ounts  to  more  than 
war  basis  of  values. 


the  mind  fails  to  grasp  its  full  meaning.  But  whe.n  one 


stops  to  consiaer  tnat 
e aggregate  ;vea: 


IS 


than 


'our  billion  dollars  greater 


billion  less  than  the 


. lai  v,"e 


significance  of  tlie  figure  begins 


k'e\v  England  and  only  five 
1th  of  all  Italy,  the 
to  appear. 


xiiiiOx  . 


/ £1  c 


•'aTo.hu  Oliver  LaGorce.  "Industrial  Titan  0: 

Ponnsvj.vania  the  Keystone  State.  Docimientaiy,  ed.  Sylvester 
K.  Stevens  (h’ew  York;  .American  historical  Company,  1956), 

This  article  originally  appeared  in  the  May  1919  National  Geographic. 
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. .No  State  in  the  .'taerican  Union  possesses  so 
many  thriving  urban  ccrnnunities  as  Pennsylvania.  With 


Phi  1 a d.  e 1 n 1 1 i ,a  n o 


rc'.ioved  frc:a  the  t\/o-r.'.illion  nark 


• > -t 


.ovard  to  the 


in  population,,  ctnd  T 
three-quarters  of  a million,  both  the  east  and  the  west 
sections  of  the  Co.Tjnon’./calth  are  possessors  of  industrial 
coirreunities  of  first  rank  in  the  western  world. 
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"In  addition  to  t’sese,  the  State  has  tv/o  other  cities 
that  have  passed  the  hunared  thousand  line,  three  that 
are  in  the  sev'enty-th.ousa;ad  class,  and  two  in  the  sixty- 
thous.and  class.  It  also  has  three  v.dth  fifty-odd 
thousand  people,  the  s-aiae  nurfoer  v.dth  forty-odd  thousand. 


ana 


like  number  v.ntl 


thousand, 


n ' 


:artxng  aov.Ti  tne  .ist  alter 
the  Smolcy  City,  one  comes  to  Scr 
heart  of  the  anthracite  region, 
Lmagine  buying  power  on  the  basi 
for  buekv.heat  anthracite 


■ the  dualcer  City  and 
■•ant on,  situated  in  the 
in  Lackav.vanna  Count\^. 
s of  two  dollars  'a.  ton 
it  vour  furnace-room 


door.  Fancy  tvoenty  million  tons  of  black  diar.ionds  coroing 

'd ever}’-  twelve  months. 


up  out  ol  tne  eartn  in  one  ccmmuni 
Picture  a people  so  progressive 
communitv  fund  of  a million  doll 


nat  they  raise  a 


responsible 
why  it  is  growing  at 


idustries  to  ext; 


sucn  a 


ars,  to  oe  used  in  aiding 
nd.  That  is  Scranton,  and 
,oid  rate. 


"One  factor}, r turns  out  three  million  buttons  a day. 
One-third  of  the  nation ds  raw  silk  is  carded  and  spoole 
in  its  metropolitan  district.  More  than  half  a million 
people  live  udthin  twenty  males  of  its  court-house.  . . 


"Next  in  order  of  size  corns  Reading,  the  nation’s 


second  city  in  the  'production 


hosier}^  and  builder's 
:s  back  door 


so’utheastern 


OxiC  -Lex  cun 


hardwarco  V/ith  the  anthracite  region  at 
and  tlie  splendid  farudm  com-rranities  of 
Pennsylvania  to  the  right  and  t. 
of  it,  the  city  is  keeping  p.ace  with  its  larger  neighbors 
in  a way  out  of  proportion  to  its  site.  It  has  n;ore 
th.an  five  hundred  mmufacturing  plants, 
mo’dities  nanging  from  adding  machines  am 


wnicn  maxe  com- 

-U.4.CL 


Lilroad  and 


engines  to  spectacles 


art  glass. 


"Uilkes-Barre,  built  upon  tlie  beautiful  batiks  of  the 
Susquehanna,  calls  itself  tiie  ''Di.amond  City".  More 
than  three  h’undred  thousand  people  live  vdtbin-  a radius 
of  ten  miles  of  its  ce 


ntral 


h*  U/  1 


anthracite  coal  in  Luzerne  County,  of  which  it 


^ourt-iicuse  toico,  is  worth  mor 


The  production  of 
the 

the  gold  production 


of  the  United  St  a' 


,es 


.W  T o'., 

. »x.do*..c 


inc. 


"Xov.’here  else  in  the  world  c.an 


ior  power  purposes 


i.  C O 

' **  r ^ c * 


be  bought  more  cheapl}^  -i;:'.!: 
Diamonds  in  unbelievable  cp. 
mined,  directly  bencatl.  'fie  ci'cy- 
of  millions  of  dollar^  are  invesb 
industries  that  seek  cb.eap  power 
he.e.  . . . 


at  Wilkes-Parre.  Black 


ready 


o be 


itorj 


and  hundreds 


ed  in  tne  long  ...ist  of 
ccnd  mene  good  profits 
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the  or 


tre  coal  oi 
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of  Minnesota,  possess 


D 

OS. 


Pennsylvania  and 
one  of  the  fii'iest 


harbors  on  the  Great 


Le  is  host  to  some  five 
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''.'ind  so  the  stor^/  goes^  fi'crr.  Per.nsylvania  city 
to  Pennsylvania  city,  lir.cne  che  rarioition  of  one- 
turns  in  the  direction  of  silk_^  or  tin_,  or  heavy 
forgingS;,  another  is  ti;e  center  of  a rich  agricultural 
district;,  or  finds  g rerei fic at i or.,  in  the  fact  that 
it  is  distinguished  for  safeguarding  and  improving 
its  people's  health..  Taiee  a reap  of  the  State,  and 
every  dot  representing  a co.mraunit^.'  of  10,000  or  more 
inhabitants  \vould  furnish  a text  for  an  article  on 


civic  progress  or  inoustrial  enterprise ' . . . . 


j? 


Our  Industry  Today 

Change  has  come  to  Pennsylvania.  The  towering  economy  we 
reared  is  today  in  serious  trouble.  Compare  notes  with  Mr.  LaGorce's 
article : 

"Black  Diajnonds"  is  a phi,rasc  'we  seldom  hear  these  days. 


To  what  avail  is 


. O v.-  ^ 1 Cc  ^ 


h'ie  once  produced  more  horseshoes 
and  gas  mantles  than  an;t  other  city? 

From  eight  per  cent  of  the  nation's  population  we  are  down 
to  6.4  per  cent.  Instead  of  producing  12  per  cent  of  the  Nation's 
goods  \te  produce  8 per  cent. 

Though  we  still  stand  fourth  among  the  states  in  the  value 
of  the  minerals  we  produced  in  195S,  our  output  was  but  4 per  cent 
of  the  value  produced  nationally  compared  to  25  per  cent  in  1919. 
Steel 

The  Pittsburgh  area  is  still  a major  producer  of  iron, 
steel,  and  coke,  but  its  preeminence  as  a world  steel  center  has 
steadily  declined.  Pittsburgh  no  longer  enjoys  the  transportation 
advantage  it  once  held.  Some  of  its  nulls  are  plagued  v.dth  obsolQS- 
cence,  Corinellsville  coke  is  no  ion.ger  essential  in  steel-.m.alcing. 
Oi'e  sources  ha.ve  sliifted.  Steel  markets  ha.ve  changed.  Result:  none 
of  the  last  ten  steel  mills  built  in  the  U.S.  were  built  in  the 
Pittsburgh  region.  Nowever,  the  steel  companies  in  the  Pittsburgh 
region  have  spent  a considerable  ar.;ount  of  money  in  modcrni::ing 
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their  plants  and  equipment. 


Textiles 
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ctile  industry  has  noved  South  and  has  been  declinini^ 


in-  both  absolute  and  relative  terns  in  Pcr-insj^lvania.  In  1958_,  the 


State  accounted  for  only  5.7  ter  cent  o 


f the  value  added  in  this 


industry,  though  Pennsylvconia  still  produces  about  18  per  cent  of 
the  value  added  in  carpets  and  rugs.  Pennsylvania  accounted  for 
10  per  cent  of  the  value  a.ddcd  in  hats  and  caps  in  the  last 
manufacturing  census.  The  silk  industry',  once  very  important  in 
Pennsylvania,  has  lost  its  market  to  synthetic  fibers. 

The  State  now  produces  10  per  cent  of  the  value  added  in 
the  production  of  asbestos.  But  toda.y,  hev;  Jersey  leads  Pennsylvania 
in  employment  in  the  industry'"'  and  both  Nev;  Jersey  and  California 
have  more  plants  manufacturing  asbestos  products. 

Ice  cream  manufacture  is  still  an  importcont  Pennsylvania 
industry'-,  \d.th  the  State  producing  roughly  13  per  cent  of  the  total 
value  added  in  tliis  iadust2rj^  in  1953.  /uid  Philadelphia  is  still 
the  largest  center  of  ice  cremn  production,.  V/e  still  produce  half 
the  nation's  chocolate  and  cocoa. 

It  is  difficult  to  trace  the  history  of  bluing  "and  hammocks. 
However,  we  would  be  on  solid  ground  if  v/e  chose  to  ignore  them 
in  the  1963  economy 

The  leather  industry,  declining  in  the  United  States  is 
growing  in  Pennsylvania.  This  is  a mixed  blessing.  We  are  not  in 
a position  to  be  very  selective  about  our  industries,  but  leather 


is  a low-\/age  industry'-  usia 


;entare  of  female  labor. 


Its  growth  here  is  a,  syc;pt:; 
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Our  Income 

Penns^lvrnnia  reir;a:lr;s  a state  of  great  v/ealth^  in  spite 
of  our  many  problems.  In  I960.-  the  State  ranked  fourth  in  total 
personal  income  received  (S2d,?2S  million  dollars),  New  York_, 
Cal.ifornia,  aiid  Illinois  v.-ere  all  higher. 

Pennsylvania^ s 1950  per  capita  income  of  $2266  was  above 


the  national  figure  of  $2223. 


‘a  .mi  r'  - -r  -- 
^ i.  i.  ‘..X  u. 


rence  between  the  Pennsyl- 


vania and  the  national  figures^  however,  has  been  narrov;ing.  In 
1960,  we  rardeed  18th  among  the  states  aiid  behind  every  other  major 
industrial  state. 

Our  Communities 

In  spite  of  dramatic  a-ud  profound  efforts  on  the  part  of 
both  public  and  private  organisations  to  renew  our  cities  and 
provide  essential  new  public  ia,cilities,  Pennsylvania  faces  serious 
urban  and  rural  blight. 

Eight  and  one-half  per  cent  of  the  housing  in  the  State  is 
deteriorating  and  almost  thirteen  per  cent  is  dilapidated  or  lacking 
in  plumbing  facilities,  housing  and  urban  and  rural  blight  is  a 
national  problem,  but  they  seem  highly  correlated  \rlth  economic 
depression. 

Stream  pollution  and  the  lack  of  such  facilities  as  schools, 
parks,  sewers,  and  good  ro.ads  make  it  difficult  for  many  commuroLties 
to  attract  modern  rapid-gro'vrth  hi-ah-v/age  industries. 


Coal 


Ehen  Jolm  Oliver  LaGorce  wro-,-,-'  his  .article  for  tho  Ma.tional 


Geogr.apliic,  coal  was  in  it 


of  the  energy  consumed  in 


1920,  coal  supplied  78  per 


:tes.  oy 


1960,  it  had  droppec 


to  23  per  cent. 
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Anthracite  accounted  dor  11  per  cent  of  the  1920  total. 

Its  percentage  had  dropped  to  one  per  cent  in  1960. 

Bitutinous  continues  as  a major  souroo  of  industrial  energy. 
In  1920,  bituminous  coal  production  ramounted  to  563,657,000  tons. 

2y  1955,  production  had  dropped  IS. 3 per  cent  to  464,643,000  rons. 

/uathracite,  ha\’lng  lost  most  of  the  domestic  heating  market 
during  the  same  period,  dropped  71  per  cent  from  39,598,000  to 
26,200,000  tons. 
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industries. 
Reading  and  Trie 


Reading’s  economic  groumh  has  been  sluggish,  but  it  has 
not  faced  the  serious  declines  in  evidence  in  many  other  areas  of 


the  State. 

The  horseshoes  and 


- • h?  , 


menoicned  by  LaGorce  as 


important  elements  of  Erie’s  :•  eno:?y;  have  long  ceased  to  be.  Baby 
carriages,  v/Iiile  still  important  to  /mierican  mothers,  are  no  longer 
manufactured  in  Erie.  Erie  is  still  a major  manufacturing  city,  but 
it  has  been  faced  tlth  high  unemplojTeent . 
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H.''.rrisbiirjr  and  Johnsto'.n'i 


The  location  of  niaj or  state  a:oi  federal  ctiplo3'‘ers  in  the 
Harrisburg  area  has  cushioned  the  irspact  of  declines  in  its  steel 
and  railroad  industries. 

Johnsto’.vU;,  on  the  other  hand_,  is  faced  vlth  serious  unemploy- 
ment in  steel  and  bituminous  coal. 


cement 


The  decline  of  the  cement  industipc  in  Pennsylvania  is  not 
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value  added  in  th 
This  is  a far  cr}" 
industry  and  bee  a' 
to  believe  that  the  decline  may  continue^  particularly  since  the 
production  of  cement  is  market-oriented  and  tall  tend  to  disperse 
across  the  nation. 

Railroads 


One  of  the  .most  interescinr  con 
importance  of  two  industries  — rove 
arises  from  LaGorce^s  stat^r.r.;.  :fc:\ 


itrasts  reilecting  the  changing 


rvice  and  "railroads  — 


..jL.*jcon3, , 


sol  eyed  in  the  railroad  shops  o:; 


one  i'’ederal  Government  in 


Half  as  many  people  “-^ere 
.lltoonaj  he  says,  as  were  employ 
Washington  prior  to  World  War  1,  In  1951,  the  Federal  Governmen" 
had  243,000  civilian  employees  in  the  Washington  D.C.  area,  vdlle 
Altoona  had  only  5, COO  people  in  its  rrllroad  shops. 

Lancaster 


Lancaster  remains  one  of  the  bright  spots  in  the  Pennsyl- 
vania economy.  Silk  is  gone  and  umbrellas  have  declined  in  import- 
ance. but  the  largest  single  emplover  is  still  the  Armstrong  Cork 
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Company  wliich  now  .’nanufaccuaei  a v.-ido  varis'cy  oi  procacts, 
addition,  raoriy  nev.'  litht  industaios  have  cor.e  into  the  city  cand, 
in  combination  v.lth  the  old  st  .ble  employers,  have  given  Lancaster 
a very  sound  economy  and  one  od  the  leanest  unemployment  rates  in 
the  state, 

Lancaster's  success  in  attracting  neve  industig^  is,  in  part, 
a reflection  of  the  importance  of  covmunity  environment  in  attract- 
ing modern  investm,ent.  Lancaster,  too,  has  avoided  eretreme  special- 
isation and  its  perils. 

York 


York  rem.ains  an  ar 


■'  diversified  maraifacturing. 


but  m.any  of  its  old  famil}-  a;;'  .knnes  ;:"r/e  had  some  difficulty  in 
meeting  modern  competition,  da.ie  mere  in  old  loft  buildings  allow- 
ing little  room  for  expansion.  Others  mei-'ged  ud.th  large  national 
corporations.  Located  in  the  econoiuicall3^  healthy  southeastern 
part  of  the  state  it  has  had  rather  :iigh  unemplovnaent . 

And  so  the  story  goes^,  from  Peravsv^lvania  city  to  Pennsylvania 
city.  A groat  many  of  our  communities  have  lost  their  former 
economc  base.  These  changes  have  talcen  place  in  the  space  of  a 
half  century. 

If  we  are  to  plot  a course  for  recovery  v;e  must  also  look 
at  the  changes  which  are  currently  taking  place  in  the  Pennsylvania 
economy.  In  addition,  v;e  must  try  to  delineate  the  reasons  for  our 
present  economic  plight  and  our  failure  to  even  match  the  sluggish 
grovTth  of  the  national  econermm 


y 


II.  CHANGES  IN  THE  FEMNSYLVAIvIA  ECONO>n:: A CLOSER  LOOK 

In  a world  changing  as  rapidly  as  ours^*  Pennsylvanians 
could  not  legitimately  expect  our  traditional  economic  life  to 
stand  lilce  Gibraltar  unmoved  by  the  vnsids  of  change.  In  an  age 
of  change  we  will  change ^ too-  V/e  must  make  certain^  however, 
that  change  xtorks  for  and  not  against  us.  Only  by  so  doing  can 
we  maintain  a viable  economy. 

An  indication  of  how  Pennsp'lvania^s  changing  economy  compares 
v;ith  the  Nation  can  be  gained  froia  tne  relative  grow’th  chart  on  the 
follov;ing  page.  This  chart  compares  the  average  annual  rate  of 
grov/th  (1947-1957)  for  major  industry  groups  in  both  Pennsylvania  X 
and  the  Nation.  In  all  industries  above  the  heavy  diagonal  line, 
Pennsylvanians  grov/th  rate  is  more  favorable  than  that  for  the  Nation. 
Such  industries  are  cons picuoi’ sly  absent. 

Industries  falling  above  the  horizontal  zero  axis  and  to 
the  right  of  the  vertical  zero  axis  are  grov/ing  in  both  Pennsylvania 
and  in  the  United  States.  Tliese  are  all  non'^commodity  industries  — 
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inaustries  xn  t:ie  Unitec,  .-ix. 


; ■..‘.sylvania^  but  rhey  are 


grovdng  at  a slower  rate  ia  Pena w/lva.'da.  P'liese  industries 
constituted  52.1  per  cent  of  Pennsylra.'iia'f s civilian  employment 
in  1957.  These  same  industries  constituted  55.5  per  cent  of  the 
national  civilian  employment  in  1957. 

Manufacturing  was  a.  grov.dng  industr}'"  in  the  United  States 
during  the  1947-1957  periodp  but  it  v/as  declining  in  Pennsylvania. 
Transportation,  corrmunica.tion,,  ,and  public  utilities  had  a zero  rate 
of  groiiTth  in  the  United  States,  but  a minus  grov/th  ra.te  in  Pennsyl- 
vania. These  are  matters  for  considcrafole  concern,  because  in  both 
cases  these  industries  are  heavily  concentrated  in  our  State.  Together 
they  constituted  42.73  per  cent  of  Penns^dvania^ s 1957  civilian  employ- 
ment but  only  33.75  per  cent  of  the  national  figure. 

Tv/o  industries  declined  in  emploomient  opporturdty  in  beta.  . 
Pennsylvania  and  the  Nation  — agriculture  and  mining.  In  both  cases, 
particularly  in  mining,  the  decline  was  m.ore  severe  in  Fenrnylvania. 
These  industry  groups,  once  major  employers  in  the  State,  now  together 
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constitute  onlj^  5.47  per  cent  of  civilian  employment. 

A somev/hat  more  detailed  look  at  each  of  these  major  industries 
is  required  in  order  to  understand  the  background. 


Agriculture 

Agriculture  has  undergone  dramatic  changes  in  the  United  States. 

« 

In  1790,  95  per  cent  of  the  people  in  cue  Uin  ted  States  lived  on  farms, 
By  1060,  this  figure  had  shrunk  to  10  per  cent.  In  1790 


the  labor 

of  one 

man  in 

agriculture 

people.  ; 

\ov/  th.e 

figure 

stands  at  f 

Tlie  re 

are  t^-/o 

ma^i'or  probl 

5 to  be  faced  by  Pemisylvania 

agriculture : 

The  first  is  the  prebiein  of  the  marginal  farraer.  Mis  operation 
must  be  iielped  to  a sound  footing  or  he  must  be  given  employment 


a3.tematives . In  this  sense  the  agricultural  problem  is  a concomitant 
of  our  industrial  problem.  During  periods  of  scarce  labor  supply  there 
is  a natural  flov/  of  v.'orkers  off  the  faimi  and  into  industry,  thus 
reducing  or  eliminating  the  marginal  farm.  Because  of  lack  of 
alternative  employrnent  novr  there  is  a reduced  shift  of  farm  workers 
to  other  occupations. 

The  second  is  to  capture  as  great  a sliare  as  possible  of 
the  eastern  urban  maidvet. 

Productivity  has  grov/n  verir  rapidly.  It  has  become  more 
efficient  to  use  less  labor  and  more  capital  in  farmiig.  Family 


today  is  a veiy  mechanised  iidu.stiy  v/liere  only  the  very  large  operator 
and  t]iOsc  operating  on  the  most ' produ.ctive  land  can  earn  an  adequate 
income. 

The  map  belov;  iidicates  the  average  per  farm  value  of  all 
crops  sold  for  the  counties  of  Pennsylvania. 

Total  sales  of  over  $10,000  a year  are  considered  necessaip^ 
if  a farmiig  operation  is  to  be  profitable.  Bet^oeen  $7,000  and  $10,000 
the  operation  can  possibly  break  emn.  Belov/’  $7,000  faimiing  is 


Belov/  $7,000 


PER  FARM  -TOTAL  SALES 
- All  Products  “ 
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definitelj^  marginal.  This  map  shows  orJ.y  averages  and  there  are, 
of  ccurse_,  e;:ceptions  iia  each  conntv^  ?art“time  farming  in  fork 
County  distorts  the  picture.  It  is  a hasicall^^  sound  agricultural 
county,,  one  of  the  top  ten  in  the  State. 

Generally  speaking^  however^  there  are  three  sections  of  the 
State  that  are,  and  can  continue  to  be  viable  farming  areas  — the 
southeastern  section  of  tr;e  State  running  be'lov/  the  Blue  or  Kittatinny 
Mountain,  a small  strip  of  land  along  Lake  Erie  v/hich  is  in  the  Lake 
Erie  fruit  district,  and  the  northern  tier  dairy  area.  In  almost  all 
of  the  remainder  of  the  State-  farmers  are  either  operating  on 


marginal  land,  tlieir 

farms  ' 

’COO  s ni 

^11 

■ f ■■ — • ^ ^ ^ A 

operation  is  not 

mechanised  enough  to 

pe  rmit 

^ o y 

O W 1 ii'w'  ^ ^ O V./  ^ ^ •L 

competition  from 

large  mechanised  operators. 

rrv’ . -• 

1 ^ 

problem  is  cu 

ite  evident  among 

milk  and  poultry  producers. 

The  demand  for  agricultural  produce  is  rather  stable, 
paralleling  population  grovTtl:,  The  real  changes  have  been  in  the 
processing  of  food  and  style  of  consumption  and  not  in" the  amount 
consumed  by  individual.  ri  til  10  s o.m0  true  productivity  in 
agriculture  in  the  United  Saates  has  been  increasing  at  a very 
rapid  rate.  The  output  per  man  hour  figures  indicate  the  changes 
that  have  taken  place  in  agriculture  in  the  United  States  since  the 
end  of  World  War  II. 
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t:3ik  j. 

U.  S.  AGRICULTURE-^CUTPr^  HOUR  IjDHX  1957-59  = 100 


1947 

s'iTi 


1£50 

65.8 


o ; 
j.v 


So.  9 


1960 

103.4 


Sovircc--:  U.S.  Bureau  of  the  Census  Statistical 
Abstract  of  the  United  States,  1962 


Table  No,  301, 


No  figures  of  this  kind  are  available  for  Pennsylvania,  but 
it  offers  something  of  a dileirma  for  the  Pennsylvania  farmer:  if  he 
does  not  meet  these  increases  ii'*  prodixtivity  he  will  find  it  quite 
difficult  to  meet  the  competition  from  other  states.  Meeting  these 
levels  of  productivity  will  mean  tl:e  displacement  of  surplus  farm 
labor.  Meetii'ig  consumer  prefcrcr.ccs  in  ty^e  and  quality  of  food 
products  vaill  also  be  an  i;.ipo*n,:,  vc  determinant  of  the  future  success 
of  Pennsylvania  farming. 


Mining 


There  is  reason  to  believe  that  the  decline  of  the  coal 
industry  has  run  its  course.  In  fact,  there  may  be  improvement  in 
future  demand. 


Kov;ever,  this  is  no  ground  for  great  optiauism  for  increased 
mining  emplo^mient.  Mechanization  has  been  proceeding  at  a veiy  rapid 
pace  as  is  indicated  in  the  table  belov/.  Any  increases  in  demand  will 
more  than  be  absorbed  63'-  increases  in  output  per  man  hour.  Again 
these  are  national  figures  and  to  the  extent  that  vra  match  these,  men 
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\/ill  be  displaced.  If  v;e  co  .:g  . rartcb  tlicni  v;c  will  not  be  able  to 
meet  the  competition  of  mechr.niccd  producers. 
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ies  is  to  cope  with  the 

environmental  and 

social  scars 

iniie  rite 

d from 

this  great  Pennsylvania 

industry.  The  problem  v/ill  be  dealt  with  in  a later  section.  The 
problem  of  the  unemployed  miner  may^  unfortunately,  take  care  of 
itself. 

The  Pennsylvania  miner,  particularly  the  anthracite  miner, 
may  ’'age  out”  of  the  labor  force  before  alternative  emplcpTitent 
opportunities  are  found  for  him. 

In  September,  1962,  65^5  per  cent  of  the  insured  unemployed 
from  the  mining  industry  were  age  45  and  over.  This  figure  is  higher 
than  that  for  any  other  industry  priiiary  metals  is  38.7  per  cent. 
The  median  age  for  ndners  in  the  V7ilkes-Earre — Hazleton  Metropoli'’'an 
Area  in  1960  was  43,.  2.  The  lack  of  eniployment  oppoifunitics  has 
discouraged  young  men  from  entering  the  mining  industry.  These 


younger  men  are  also  far  more  mobi].e 


than  older  men 
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The  retraining  and  n ability" 
serious,  but  in  a society  of  plenty,  1 

in  allowing  a worker  with  perhaps  'h./er 
before  him  to  live  on  the  border  line 


■Droblems  of  older  v/orkers  are 

A 

:here  is  a moral  problem  invol\'ed 
.ty'  years  of  working  lifetime 
of  economic  utility. 


The  Xou-Corrmodities 

The  National  Planning  ..ssociation  estimates  that  80  per  cent 
of  the  future  employment  growc..  in  the  United  States  in  the  period 
bet\';een  1960  and  1975  will  be  in  ncn-ccmmodities . Out  of  the 
projected  increase  in  total  civilian  emplopmient  in  Pennsylvania  during 
tliis  period  non-commodity  industries  will  account  for  1,129,000  out 
of  1,345,400  jobs  or  84  per  cent  of  the  increase  in  emplojatent.  The 
non-commodity  industries  include  wholesale  and  retail  trade, 
construction,  finance,  insurance  and  real  estate,  services,  and 
goverrument.  The  accompanying  cliar-c  shows  how  important  these  industries 
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local  market.  Re^rional  economists  refer  to  such 


"laundry  bag"  or  "taking  in  each  other^s  v;ash." 
industries  depend  upon  the  concmcdity  industries, 
only  import  goods  and  buy  ser-v'ice.  if  it  exports 


industries  as  the 
To  this  extent,  such 
i.e.,  a region  can 
goods  to  earn 


purchasing  income. 

However,  sometimes  services  are  exported  and  commodities 
are  produced  for  the  local  r.ic:.let. 

Printing,  a commciity  industiy,  sometimes  exists  entirely  for 
the  local  market.  Some  areas  exporc  services.  New  York  City  is  a 
good  example.  It  exports  financial  services  to  the  entire  world.  The 
same  can  be  said  of  the  otiier  non-cemmedity  industries  — Washington 
exports  government  service,  Philadelphia  exports  wholesale  trade  to 
Pennsylvania  and  New  Jersey,  and  Hartford  exports  insurance.  Thus, 
communities  should  not  think  of  merely  a balance  betiireen  the  commodity 
and  the  non-commodity  industries.  Central  office  functions,  services, 
and  construction  industries  ca-  be  very  important  in  building  a healthy 
economic  base  in  a community.. 


Pennsylvania  rose  cc  econcmic  greatness  with  the  rise  of 
manufacturing.  We  specialised  in  the  basic  industrial  commodities  — 
iron  and  steel,  glass,  ce.ment,  and  t..xtilcs.  Many  Pennsylvanians  are 
reluctant  to  come  to  grips  v/itli  the  future  prospects  for  these  industries 
in  Pennsylvania.  However,  major  shifts  are  taking  place  in  manufacturing 
in  Pennsylvania. 
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On  the  folloKinr  is  ?.  r.^igtive  c'rowtii  chart  for 

o 

manufacturing,  like  the  ore  '.en.ei  fcr  -.aajor  industry  groups. 

Again,  for  those  industries  ree/e  iie  diagonal  line,  Pennsylvania 
is  faring  better  than  the  Nari-n.  Those  industries  above  tire 
horizontal  zero  axis  and  to  the  right  of  the  vertical  zero  aoris  are 
growing  in  both  Pennsylvania  and  the  United  States.  Two  industries  — 
furniture  and  fixtures  and  instruments  are  growing  at  a faster  rate 
in  Pennsylvania.  We  can  be  cheered  by  both  of  these.  The  instruments 
industry  is  the  fastest  growing  industr}^  in  Pennsylvania  and  it  is 
one  that  offers  good  future  growth  prospects.  The  growth  of  the 
furniture  and  fixtures  industry,  too,  is  encouraging.  Future  growth 
and  expansion  depends  on  our  forest  conservation  and  silvacultural 
polic ies. 

The  fabricated  metals  industry  was  the  second  fastest  growing 
Pennsylvania  industry  during  this  period,  although  it  is  growing  at 
somewhat  less  than  the  national  rate.  This  will  continue  to  be  a 
growing  industry  and  the  National  Planning  Association  "estimates  that 
it  vrill  grow  at  a rate  somewhat  exceeding  the  national  figure  in  the 
period  from  1960-1976.  They  project  an  increase  of  123,000  jobs  in 
this  industry.  The  apparel  industry,  long  important  in  Pennsylvania, 
is  a very  rapidly  growing  industry.  Because  it  employf?  a high 
percentage  of  female  labor  at  rather  low^  wages,  this  is  a partially 
disturbing  fact.  It  also  secirn  cspeciallj’'  attracted  toward  depressed 
areas.  Overnight  trucking  to  New  York  from  the  Scranton-'-Willoes-Barre 
area  mnkes  the  manufacture  of  apparel  a vory  important  industry  in  that 
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Printing;  And  Paper 

The  printing  and  publisliing  Indus  while  growing,  is  not 
growing  as  fast  in  Pennsylvania  as  in  the  Nation,  The  printing  industry 
tends  to  be  fairly  evenly  distributed  according  to  population  and  Xv’est- 
ward  shifts  in  population  have  no  doubt  led  to  excess  plant  capacity  in 
Pennsylvania. 

The  paper  and  allied  products  industip''  is  heavily  resource- 
oriented,  This  has  led  to  najor  gro^irth  in  the  Southeast  as  the 
southern  pine  became  practical  for  pulp  and  paper  manufacturing. 
Reprocessing  mills  have  been  growing  in  the  Northeast  and  there  is 
reason  to  believe  that  the  maturing  Pennsylvania  forests  may  support 
major  growth  in  the  paper  industip^  in  Pennsylvania. 

Machinery  And  Transportati on  Equipment 

The  non-electrical  machinery  and  transportation  equipment 
industries  are  important  in  both  Pennsylvania  and  the  United  States  — 
the  former  accounted  for  6.09  per  cent  cf  Pennsylvanians  1957 
manufacturing  employment  and  ti latter,  4.03  per  centr  Pennsylvanians 
non-e].cctrical  machinery  indus t:g/  gro;/  up  around  the  iron  and  steel 
industry,  Pennsylvania,  New*  York  and  Ohio  all  had  major  concentrations 
of  machinery  manufacturing.  The  gro'.rch  of  otiier  regional  agglomerations 
will  no  doubt  contribute  to  a more  even  distribution  of  this  industry. 
Pennsylvanians  transportation  equipment  industries  involve  ships  and 
railroad  equipment.  These  arc  the  slow  growth  segments  of  that 
industry  group.  Automotive  equipment  and  aircraft  are  growing 
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somewhat  faster.  The  transportation  equipment  industry  is,  in  fact,  the 
fastest  growing  industrj’-  in  the  United  States,  It  is  barely  growing 
at  all  in  Pennsylvania. 

The  chart  indicates  that  tliere  are  five  industries  that  are 
growing  in  the  United  States  as  a whole  but  not  in  Pennsylvania. 

This  is  a matter  for  great  concern,  since  these  industries  — 
some  of  them  tlie  backbone  of  our  nia.nufacturing  economy  — together 
constituted  31.85  per  cent  of  Pennsylvanians  manufacturing  employment 
in  1957, 

Primar'/  Metals 

The  primary  metals  Indus tiy  is  the  largest  singlb  manufacturing 
industry  in  Peiinsylvania  employing  19,63  per  cent  of  the  manufacturing 
employees  in  Pennsylvania.  The  major  primary  metal  industry  in  Pennsyl- 
vania is  iron  and  steel.  There  is  heary'-  unemployment  in  the  steel 
industry  in  Pennsylvania,  A number  of  basic  shifts  have  taken  place 
in  the  locational  requirements  of  the  steel  industry,  Steel  and  iron 
were  once  veiy  heavily  reso^.^rcc'-oriented.  Changes  in  technology  have 
contributed  to  a shift  to  tueruet- orientation,  Pennsylvania  had  large 
stores  of  coking  coal  — the  prlmarpe  reason  for  the  large  scale 
development  of  tiie  steel  ii'idintiy  Iiere^ 

Now,  less  coal  is  neoessaiq'  in  the  production  process.  Scrap 
iron  has  become  more  important  and  scrap  iron  is  more  readily  available 


in  market  locations 
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The  decline  of  ore  sources  in  the  Mesabi  range  of  Minnesota 
and  the  rise  of  Labrador  and  Venezuela  as  iron  ore  sources  has  also 
tended  to  make  the  Atlantic  and  Gulf  Coast  tide  water  areas  advantageous 
as  steel  plant  locations.  TI;e  third  force  operating  to  the  disadvantage 
of  the  Pittsburgh  steel  complex  is  the  ”F„0oB.  mill  plus  freight'* 
pricing  system.  The  old  basing  point  system  put  Pittsburgh  in  a more 
favorable  position,  especially  in  times  of  excess  production  capacity. 
Further  dispersion  of  thic  primaiT  metals  indu.stry  and  increased 
technological  change  seem  lii:el]P.  If  Penns3rivania  mills  do  not 
modernize  they  will  be  unable  to  meet  competition  from  more  modem 
plants.  If  they  do,  men  will  be  displaced.  Again  voe  have  'the 
dileiTima.  The  table  below  indicates  the  changes  which  have  taken 
place  nationally  in  the  output  per  man  hour  in  the  basic  steel 
industry.  For  these  reasons  little  increase  and  perhaps  further 
decline  in  emploj^mient  in  Pennsylvanians  basic  steel  industry  can  be 
anticipated. 


TABLE  3 

U.S.  BASIC  STEEL-OUTPUT  PEA  tnh-HOUR  IhDEli  1957-1959  = 100 
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Source:  U.S.  Bureau  of  tlie  Census 
Statist' oal  Abstract  of  the  United  States,  1962 
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St^one,  Cl?v,  Anl  Glpss 

The  stone,  clay,  rond  glass  industry  is  another  industry 
declining  in  Pennsylvania  tut  grov:ing  in  the  United  States,  In  1957, 
Pennsylvania  still  had  13.18  per  cent  of  the  eitplcyirient  in  tlie  industry 
and  even  this  large  share  vas  a considerable  reduction  from  its  former 
domination  in  the  field.  Technological  change  and  transportation  costs 
have  created  a raarked  tendenc;''  for  this  industry  to  shift  to  market 
locations.  Many  of  the  raw  materials  used  in  the  various  industries 
in  this  field  are  widely  available  and  the  fhial  products  are  fragile, 
difficult  and  costly  to  transport.  Transportation  costs  have  con- 
tributed to  a shift  in  the  cement  industry'  to  market  locations.  Penn- 
sylvania produced  40  per  cent  of  the  hy'draiilic  cement  in  1920.  It  now 
makes  12  per  cent. 

The  ‘'float  process”  may  revolutionise  tire  plate  glass  industry, 
causing  declines  in  emplojvnent  requirements  and  possible  shifts  in 
plant  location  out  of  the  State. 

Pennsylvania  v;as  and  is  a.  major  chemicals  stdte,  although 
the  site  of  some  of  the  State’s  oth.er  industries  may  have  over- 
shadowed its  significance.  The  movements  of  this  industry  present 
a confusing  picture.  Some  of  the  industries,  such  as  plastics  are 
highly  resource-oriented,  others  such  as  acids  are  market-oriented. 

In  spite  of  this  confused  picture  most  of  tlie  movements  in  t'le  industry 


seem  to  be  op-crating  to  the 


as'civantere  c 


-c  n. 


Oiunsylvania.  Major 


chemicals  complexes  have  grew:';  p :lc/ig  the  Gulf  Coast.  There  are 
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good  prospects  for  the  grovrv^,h  of  the  cheniicals  industiy  along  the 
Delaware  due  to  its  advrntrpe''  s laarhet  location. 

Petroleum  refinhin;  operations  have  been  shifting  from  the 
Northeast  to  t!;e  Southv/est  ’'le  to  the  major  resource  locations  and  a 
shift  in  the  market  for  oil.  The  wesf.tard  shift  of  the  population 
resulted  in  sufficient^  if  not  excess  plant  capacity  in  the  Northeast 
and  new  plants  have  been  constructed  to  serve  a v;e3ttvard  moving 
population.  Emplojanent  in  this  industiy  has  little  if  any  growth 
prospects  in  Pcnns3^1vania  and  the  State  will  be  foiyuxate  to  retain  its 
exis  ting  ope  rations . 

The  "miscellaneoi;s  manufactures'’  group  by  the  very  reason  of 
its  being  miscellaneous  is  difficult  to  arial3^:::e  or  characterize. 

However^  it  is  the  second  f".'  ' :t  growing  industr^r  group  in  the  Nation. 
Peruisylvania^s  poor  shoi/ing  in  this  group  is  p-erhaps  principal!}’’  due 
to  the  type  of  industries  ’chat  it  has  in  this  category.  Umbrellas, 
for  instance,  is  not  a rapidi:'  . rcvw'.ig  industry.  The  hard  surface  floor 
covering  industry  is  on  the  other  ::and  a healthy  industry  with  consideio- 
able  employment  in  Penns;t.va;'.i,w  Industries  of  this  type  may  offset 
the  declining  t}'’pes  and  give  hcunsylvania  some  future  grov;th  here. 

Much  of  the  industiy  is  market-oriented,  such  as  signs  aiid  advertising 
displays.  In  tiiese  industries  Penns}’’lvania  can  hope  for  little  more 
than  its  share  of  the  market. 

Four  industries  are  decliiiing  in  employment  opportunity  in 
botli  Pennsylvania  and  tlie  Nation.  They  include  food  and  kindred 
products,  lumber  and  wood,  textiles,  and  tobacco.  In  all  cases 
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these  induS'try  groups  are  declining  in  Pennsylvania  at  a faster  rate 
than  in  the  Nation.  The  feo:l  processing  industry  is  markedly  supply- 
oriented,  With  the  exception  of  items  liJcc  soft  drinks  there  is  some 
weight  loss  in  manufactur ho  :ais  transportation  costs  favor  a 
supply  orientation.  In  addi„-.:a,  tine  major  supply  areas  are  in  the 
Mid-west  and  Plains  states  and  thus  are  located  to  serve  a national 
mai’ket.  Iteras  such  as  bren::  : -e  loa  rl  marh.et-oriented.  The  heavy 
modern  emphasis  on  packaging  ar.d  processing  of  food  products  may, 
however,  contribute  to  some  li,:rcascs  in  employment  in  this  industry 
in  Poraisylvania  in  spite  of  trese  trends. 

Aithougla  Pennsylvanians  performance  in  the  decade  befween 
1947-1957  was  rather  poor  in  tlie  liimbcrr  industry  there  is  some  reason 
for  optimism  for  the  industi^'^s  future  in  the  State,  Some  segments 
of  this  industry,  such  as  lumber  for  building  products,  could  profit 
by  a location  close  to  both  source  and  market.  The  return  of  Penn- 
sylvania’s forests  and  the  great  market  of  the  eastern  seaboard  with 
its  wood-using  population  and  industries  could  combino-  to  bring  about 
some  increases  in  this  industry.  However,  automation  may  limit  the 
employment  growth  in  this  field. 

The  tetetile  industry  has  moved  South,  This  was  primarily 
a response  to  rising  wage  rates  in  the  North  and  low  x/age  rates  in 
the  South.  Pennsylvania  was  once  a major  textiles  state  and  textiles 
still  are  a major  Pennsylvania  manufacture  \/ith  9„73  per  cent  of 
Pennsylvania’s  total  manufacturing  employment  in  this  industry  in  1957. 
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Wage  rates  have  a tendonc;^  qu-'di-vr:  and  thus  these  shifts  may 
stop.  However,  it  seems  auecr.iat  icii  c ontribute  to  a continuing 

loss  of  employment  opportunit}"  in  this  field. 

Mechanization  is  ^ cause  of  the  losses  of  employ- 

m.ent  in  the  tobacco  industry.  Pennsylvania ''s  cigar  industry  was 
particularly  prone  to  autonnticn.  Even  in.  the  absence  of  a decline 
in  the  market  for  tobacco  products  the  prospects  for  employment  growth 
in  this  industry  are  dim. 

There  remain  two  industries  — rubber  and  leather  products  — 
which  are  declining  in  the  Nation  as  a whole,  but  which  grew  in  Penn- 
sylvania during  the  1947-1957  decade,  Pennsylvania  offered  the  heavily 
style -oriented  female  shoe  industry  'tviro  advantages  — low-wage  female 
labor  and  easy  access  to  the  New  York  City  style  center.  The  behavior 
of  the  rubber  industry  is  very  difficult  to  assess.  It  is,  however, 
a very  small  industry  in  Pennsylvania,  accounting  for  only  ,79  per 
cent  of  the  1957  manufacturing  employment. 


Ill . PSM?CS1TV.\NIA  t S PRORLEMS 


Through  the  tangled  v;eb  cf  econoraic  complexities,  it  is 
possible  to  discern  a number  of  coirmon  threads.  These  are  the 
general  factors  which  lie  at  the  root  of  Pennsylvania's  economic 
difficulties. 


Product  Substitution 
In  an  economy  based  on  innovation^  consumer  goods  are 
constantly  subject  to  technological  improvement  and  change.  Horse- 
shoes and  gas  mantles  disappear  to  be  replaced  by  other  essentials. 
Tills  product  substitution  has  fleet od  our  anthracite  most  seriously 
oil  and  gas  replaced  anthx'acitc  in  the  home  heating  market.  The 
effect  of  this  change  on  Pcjinsylvania' s economy  was  especially 
severe  for  two  reasons:  First^.  anthrocite  mining  was  "labor 
intensive",  requiring  many  thousands  of  men.  Second,  by  the  time 
fuel  oil  came  into  extensive  use,  Pennsylvania's  oil  fields  could 
not  produce  oil  in  the  quantity  and  type  necessary  to  capture  the 
new  market.  Thus,  a product  produced  in  Pennsylvania  was  replaced 
by  a product  not  produced  in  Pennsylvania.  The  chart  below  shows 


how  oil  and  gas  have  replaced  coal  in  the  fuels  market. 
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/mother  example:  I'  1,  0^  railroads  carried  63.24  per  cent 
of  the  U.S.  ton  milage  of  l-^rd  and  air  carriers  (including  railroads, 
motor  freight,  inland  u'aterra;’s  , nir  travel,  and  pipelines).  By 
1960,  this  percentage  I'.ad  s’.*  - to  >4.17  per  cent.  Motor  vehicles, 
on  the  other  hand,  have  gone  from  9.53  per  cent  to  22.23  per  cent 
and  pipelines  from  9.10  to  1G,''3  per  cent  during  the  same  period. 

It  is  quite  evide:.t.  Cxi,  cl  tc  the  railroads  are  losing 
ground  in  the  freight  market. 

But  the  ch.anges  in  jiitor  traffic  have  been  even  more 
drastic.  The  railroads  once  dominated  the  inter-city  passenger 
traffic  field.  Wliile  reliable  stiitistics  are  not  available,  we 
would  be  on  sai'e  ground  in  estimating  that  railroads  carried  most 
of  the  inter-city  passenger  traffic  in  1920,  since  there  were  hut 
9,239,000  motor  vehicles  registered  in  the  UrrLted  States  at  that 
time;  today  there  are  73,895,000.  The  inter-city  highway  system 
then  was  in  its  infancy,  hir  passenger  traffic  was  a novelty  rather 
than  a transportation  system. 

Today,  the  picture  is  entirely  different.  The  bar  chart 
on  the  following  page  indicates  that  over  90  per  cent  of  the  inter- 
city passenger  travel  is  by  motor  vehicle.  Railroads  carry  a scant 
3 per  cent  of  this  traffic. 

The  impact  of  this  change  has  been  profound  in  Pennsylvania. 
To  be  sure,  Vvre  have  added  jobs  in  the  air  and  motor  transportation 
fields,  but  our  hea''/y  concentrations  in  railroads  and  related  repair 
facilities  inevitably  spelled  serious  railroad  unemployment. 

Production  substitution  has  affected  many  Pennsylvania 
industries.  Steel  has  lost  some  of  its  potential  markets  to 
aluminum.  At  the  present  time  there  is  active  competition  between 
the  two  in  the  canister  field.  Glass  has  lost  some  of  its  packaging 
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ma-rket  to  paper  and  plastics.  There  are  other  examples,  of  course. 
Vviiat  Can  We  Do  About  It? 

One  tiling  is  clear,  product  substitution  is  one  of  the 
concomitants  of  an  advancing  free  enterprise  economy.  The  greatest 
mistake  that  public  and  private  agencies  could  make  would  be  to  tiy 
to  impede  this  process.  This  could  only  result  in  sloivang  the  advance 
of  the  ;\jnerican  economy.  Products  must  compete  in  the  free  market. 
Consumers  must  decide  which  products  they  want.  'Our  only  recourse, 
therefore,  is  to  try  to  capture  a share  of  the  new  industries  as 
they  come  along.  If  plastics  replace  glass,  then  we  must  get  plastics 
If  motor  freight  replaces  railroads  then  we  must  get  motor  freight. 

In  addition,  however,  we  must  attempt  to  temper  the  pain  of  economic 
transition  for  families  affected.  We  must  try  to  retrain  workers  to 
the  new  skills  wliich  are  in  demand  in  today's  economy. 

Regional  Shifts 

We  have  already  seen  that  the  locational  patterns  of  some 
basic  Pennsylvania  industries  have  shifted  from  one  region  to 
another.  Inevitably,  these  changes  have  affected  Pennsylvania's 
economy.  There  are  a number  of  reasons  for  such  shifts-: 

Agglomerations 

In  certain  industries,  plants  tend  to  cluster  together  in 
one  geographic  area  because  suci;  clustering  is  found  to  be  economic- 
ally advantageous. 

The  foremost  example  of  this  is  the  high-s'lyle  ladies  garment 
center  where  a few  blocks  in  hew  Ycii:  City  contain  almost  all  of  the 
Nation's  manufacturing  operations  for  that  industry’-. 

Another  example,  — important  to  Pennsylvania  — is  the 
clustering  of  steel  fabricators  and  machinery  operations  ai'ound 
Pittsburgh.  There  has  been  some  tendency  for  this  agglomeration  to 
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break  do\vn.  The  Nation  is  nov  large  enough  for  it  to  be  economical 
for  some  metal  fabricators  to  have  operations  in  other  parts  of  the 
country.  In  some  instances,  too,  the  cost  of  transporting  very 
complex  finished  products  is  greater  than  the  cost  of  transporting 
raw  materials.  Tils  has  contributed  to  a shift  of  metal  fabricators 
to  market  locations. 

Ch.anges  in  Technology,  Resource  locations,  or  Transportation  Economics 

As  was  stated  earlier,  changes  in  the  technology  of  steel 
malcing,  such  as  the  use  of  greater  quantities  of  scrap,  have 
contributed  to  a shift  in  the  location  of  that  industry. 

Resource  locations  also  change.  Nev/  steel  plants  in  sea- 
board location  have  been  built  to  utilize  Labrador  and  Venezuelan 
ores. 

TPcinsportation  costs  now  favor  the  shipping  of  raw  fnaterials 
and  disfavor  the  shipping  of  firlshed  goods.  This  has  contributed 
to  a shift  to  market  locations  for  many  industries. 

Tecimological  changes,  new  resource  locations,  and  trans- 
portation costs  have  all  contrioiited  to  a shift  of  the  cement 
industry  to  manj?-  market  locations. 

Population  Shifts 

Some  industries  are  closely  tied  to  the  market  for  their 
goods  and  thus  tend  to  follow  that  market.  This  is  particularly 
the  case  \lth  the  printing  and  publisllng  industry,  excepting  per- 
haps national  magazines,  ai'.d  segments  of  the  food  industry  such  as 
bread.  Thus,  the  major  grovrth  for  these  industries  has  been  in 
areas  of  rapidly  grooving  popula.tion. 

V7aae  economies 


V7age  economies  have  caused  some  shifts  in  industries.  Tex- 


tiles moved  to  low  southern  v/wros,  serve  ir.fastrics  are  reputed  to 
have  moved  out  of  the  Pittsburci;  steel  ccmmlex  in  search  of  low'er  wages. 
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It  indicates  one 


Uliat  These  Foreces  Mean  For  Pennsvlvanica 

VIna.t  does  all  trds  mean  to  Penn53dvania?  It  indica,tes  one 
thing  in  particiilar:  industrial  loca.tions  are  not  random.  Naturally, 
the  manufacturer  can  not  calculate  to  the  last  dollar  the  production 
and  distribution  costs  he  vdll  encoui'.ter  in  each  area  of  the  Nation. 
But  in  our  changing  economy  obviously’’  some  forces  move  industries. 

Pennsylvania’s  industrial  location  efforts  can  not  fly  in 
the  face  of  these  forces.  VJe  can  onl}'-  augment  them.  It  is  our 
responsibility  to  see  that  Pennsylvania  is  a good  place  in  vdiich  to 
do  business.  If  we  provide  the  essential  public  services,  the  trans- 
portation, the  resources,  and  the  spirit  of  cooperation  necessary, 
Pennsylvania’s  locational,  manpower  and  resource  advantages  vdll 
once  again  provide  the  incentives  for  nev/  investment  and  renewed 
employment  for  wiiich  we  are  striving 


Automation 

It  is  impossible  to  assess  riccurately  the  impact  of 
automation  on  Pennsylv.onia.  We  do  knov/  that  in  a nimiber  of  indust- 
ries important  in  the  State  output  per  man  hour  is  increasing  at 
a very  rapid  rate.  These  output  figures  were  included  in  the 
sections  on  the  various  industries,  but  the  entire  table  is  repro- 


duced here: 
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This  indicates  change  in  the  use  of  manual  labor  in  the  production 
process  and  the  increasing  emplip.sis  on  staff  ser'/ices.  There  were 
less  production  workers  in  Pennsylvania  manufacturing  in  1958  than 
there  were  in  1919,  althougii  the  number  of  staff  and  auxiliary 
personnel  has  grown  rather  steadily. 


Obsolete  P’’ " ir  and  Er|iiipr.;ent 
/vnother  problem  in  ?ennsylvani.a  is  obsolete  plant  and 
equipment.  None  of  the  statistics  currently  available  provide  a 
good  measure  of  this.  Because  much  of  Pennsylvania’s  industrial 
plant  was  constructed  in  the  early  days  of  each  industrj’-,  we  might 
suspect  that  obsolescence  is  a serious  problem. 

This  is  especially  true  in  era  when  industrialists  are 
having  a difficult  time  finding  sufficient  capital  to  re-invest  in 
new  plant  and  equipment.  Again  and  again  the  steel  industries  of 
Pennsylvania  have  argued  that  modernisation  of  plant  is  mandatory  if 
they  are  to  meet  competition  :rora  otner  states  as  well  as  foreign 
competitors. 

There  arc  some  measuros  which,  reflect  possible  cbsolescence, 
however.  On  the  next  page,  1955  value-added  per  production  employee 
figures  are  compared  for  various  industries.  The  first  chart,  shows 
value  added  per  production  , . r.:or  for  manufacturing  as  a whole,  for 
various  states,  and  for  the  Nation.  Pennsylvania’s  value  added  has 
been  consistently  lower  than  that  for  the  other  states  shown  and  the 
Nation.  It  is,  in  fact,  lower  than  that  for  many  other  states  not 
shown  on  the  chart  — such  as  New  York,  Ohio,  Michigan,  Delaware, 
Maryland,  and  even  West  Virginia.  This  reflects  two  characteristics 


of  the  Pennsylvania  economy.  First,  we  have  tended  to  specialise  in 
what  are  known  as  the  "low  value  added  industries".  Apparel  and 
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leather  products  have  a v(:r/  value  added  per  production  worker 
($5,819  and  $6,120  respectively  for  the  Nation  as  a whole).  Fab- 
ricated metals  at  $11,533  is  just  below  the  average  of  $12,123  for 
all  industries. 

However,  the  concentration  of  low  value-added  industries  can 
not  explain  all  of  the  differential  between  Pennsylvania  and  the  Nation 
Even  when  we  look  at  indust groups  which  we  could  expect  to  per- 
form uniformly  throughout  the  United  States  there  is  still  an 
unfavorable  differential  between  Pennsylvania  and  the  Nation. 

In  hydraulic  cement,  for  instance,  there  is  a major  favorable 
differential  between  the  Pennsylvania  segment  of  the  industry  and 
that  of  the  rest  of  the  U.S.  There  is  no  reason  to  believe  that 
Pennsylvania  workers  are  any  less  productive  th,an  workers  in  other 
states.  We  can  only  conclude  that  the  plant  and  equipment  ds  not 
as  productive  in  Pennsylvania.  Since  this  is  only  an  indication  of 
obsolescence  an  extensive  survey  of  Pennsylvanians  cement  industry 
is  certainly  'varr?nted. 


Lack  of  Demand 

illl  unemployment  can  be  attributed  to  lack  of  demand  in 
a theoretical,  if  not  a practical  sense.  In  periods  of  peak  demand, 
such  as  war  time,  there  is  ver^'-  little  unemployment.  At  such  times 
many  people  enter  the  labor  force  who  w^ould  not  ordinarily  do  so. 

A great  deal  of  demand,  such  as  that  for  consumer  products  is  not 
satisfied. 

LTumediately  after  World  War  II,  pent-up  consumer  demand  was 
released  and  the  production  of  consimier  goods  kept  unemployment  at 
a low  level.  At  such  peak  periods  of  demand,  automation  and 
obsolescence  do  not  present  very  great  problems.  All  resources  — 
human  and  material  — are  used  to  their  maximum.  Jobs  lost  to 
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automation  are  replaced  by  increased  now  jobs  generated  by  the 
increo.sing  dcm.and.  It  is  even  economical  to  operate  obsolete 
plants  at  maximum  production  levels.  Employees  who  lose  their  jobs 
through  product  substitution  can  find  new  jobs  in  a scarce  labor 
m.arket.  The  tome  is  true  of  jobs  lost  through  regional  shifts. 

Since  the  Korean  conflict,  however,  demand  has  slackened. 

We  have  a surplus  rather  than  a scarce  labor  market.  Under  these 
conditions  product  substitu:._a:-  rcpianil  siiifts  of  industry, 
automation,  and  obsolete  plane,  togerhier  ndth  the  business  cycle, 
have  combined  to  produce  a rising  pool  of  structural  unemployment  in 
both  Pennsylvania  and  the  Nation. 

It  is  at  this  point  that  we  fall  victim  to  a cycle.  Consumer 
demand  creates  jobs.  Demand  is  a function  of  income  and  style  of 
living.  Income  is  a function  of  jobs.  Without  jobs  there  is  no  in- 
come. V/ithout  income  there  is  no  demand.  Without  demand  there  are 
no  jobs.  i\nd  so,  on  and  on.  This  cycle  must  be  broken  if  we  are  to 
reach  full  employment  in  the  United  States.  Jobs  must  be  created  and 
they  must  be  created  by  the  entrepreneur. 

Measures  of  Prosperity 

There  are  two  essential  measures  of  prosperity  — employment 
and  income.  Together  these  tvro  provide  a rough  index  of  the  well- 
being of  our  people.  They  axso  relate  tv;o  principal  goals  of  our 
society  — useful  employment  for  each  individual  during  his  working' 
lifetime  and  an  eq\iitable  share  of  the  national  prosperity  for  each 
man,  woman,  and  child. 

Income 

In  many  ways  Pennsylvania  is  a very  prosperous  State.  In 
1959,  almost  14  per  cent  of  the  families  in  the  State  had  incomes 
of  over  $10,000.  In  1960,  almost  70  per  cent  of  the  people  in  the 
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State  lived  in  their  out;  iiOncs.  Tliorc  were  over  3,500,000 
automobiles  registered.  liowever,  there  is  a darker  side  to  the 
picture,  ^Vlraost  17  per  cent  of  our  families  had  incomes  under  $3,000 
We  ranked  18th  in  person.al  income  per  capita  and,  as  the  map  shows, 
behind  all  of  our  neighboring  states  except  West  Virginia.  V/e  were, 
in  fact,  behind  every  major  industrial  state  in  the  Nation. 

The  map  of  median  in'."'.3  in  ■'’ennsylvania' s counties  demon- 
strates the  great  variation  , ■ ■ -lin  t:.e  State  itself.  In  20  of  the 
State's  67  counties  one-quarter  or  more  of  the  families  had  incomes 
of  $3,000  or  less.  0bvious].y,  then,  there  is  a great  deal  of 
poverty  in  Pennsylvania.  The  elimination  of  this  proverty  is  essen- 
tial if  Pennsylvania  is  to  resitne  her  rightful  place  in  the  economic 
life  of  the  Nation. 

Employment  and  Unemployment 

Pennsylvania's  grovdng  pool  of  the  unemployed  is  the  end 
result  of  all  of  these  adverse  forces  affecting  our  economy. 

The  average  unemployment  in  1961  was  440,700  persons,  accord- 
ing to  the  Bureau  of  Dnployment  Security.  The  table  below  shows  the 
changes  that  have  taken  place  in  cmplojmient  and  unemployment  over  the 
past  decade.  Obviously,  v/e  have  a long  way  to  go  toward  finding  use- 
ful employment  for  a very  large  number  of  our  citizens. 

i\n  inquiry  into  the  characteristics  of  the  unemployed  throws 
some  light  on  our  problem.  The  follo'.ving  table  shows  the  percentage 
of  the  civilian  labor  force  unemployed  in  each  age  group. 
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EMPL0YMS.hT  AND  UiN'tXPLOllIiiXT 

IN  PET'iNSYLV.lNIY 

Year 

Fmnl  oamient 

Unemployment 

1950 

4,071,100 

319,500 

195] 

4,43  1,000 

213,700 

1952 

4,  396, 200 

236,  500 

1953 

4,4o9,800 

223,800 

1954 

4,272,300 

410,400 

1955 

4, 334, 700 

345, 800 

1956 

4,413,900 

276,500 

1957 

4,429,700 

301,000 

1958 

4,253,600 

498,200 

1959 

4,273,600 

423,800 

1960 

4,309,600 

391,900 

1961 

4,2-;.3,200 

440,700 

Source:  Pennsylvania  Bureau  of 
Er.iployrr.ent  Security 


Age 

It  is  very  evident  from  the  table  that  two  groups  — the 
younger  and  the  older  workers  — show  a greater  propensity  toward 
unemployment. 

The  yoimger  unemployed^  between  the  ages  of  14  and  19,  at  best 
have  a high  school  diploma;  at  v/orst  they  are  drop-outs.  With  few 
marketable  skills  they  initially  find  it  hard  to  get  a job.  They  are 
the  first  to  go  when  eir.pl oyrrerit  is  cut  back. 

In  Pennsylvania,  many  skills  have  become  obsolete.  When  an 
older  worker  loses  a job  in  v.'hat  may  have  been  hi.s  lifetime  skill,  he 
usually  has  a difficult  time  finding  a new  job.  His  skills  may  not  be 
in  demand.  Factories  and  biisinesses  feel  he  has  little  working  life- 
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Per  Cent  of  Labor  Force  Unemployed  ^er  Cent  of  Total  Unemployed 


In 

Each  Age 

Group 

In  Each 

Age  Group 

Total 

Non- 

■V.Iiite 

Total 

Non- 

-Uhite 

Ace  Group 

Male 

Female 

Male 

Female 

Male 

Female 

Mai  e 

Female 

14  & over 

li^O.O 

100.0 

100.0 

100.0 

14  - 19 

12.6 

9.6 

26.8 

2^.3 

10.0 

14.7 

11.3 

16.0 

20  - 24 

11.7 

6,8 

20.0 

16.4 

14.0 

13.7 

15.4 

17.5 

25  - 29 

7.0 

6.6 

11.9 

“1  ~ G 

J_U-  , . . 

10.4 

9.4 

10.8 

12.2 

30  - 34 

5.6 

6.1 

11.5 

i:." 

10.1 

10.1 

11.9 

13.4 

35  - 39 

5.2 

5 . 6 

10.3 

.L * 0 

11.4 

11.6 

12.5 

40  - 44 

5.1 

4.9 

10.2 

. * 

9. 5 

10,7 

9.7 

9.7 

45  - 49 

5.3 

4.7 

8.9 

9.4 

9.9 

7.7 

7.5 

50  - 54 

5.5 

4.2 

9.4 

5.0 

8.3 

7.6 

6.8 

4.3 

55  - 59 

5.9 

4.0 

10.2 

5 . 3 

7.4 

5.6 

7.0 

3.6 

60  - 64 

5.8 

4.1 

10.0 

4.6 

!>  * 0 

3 . 6 

4.3 

1.8 

65  - 69 

8.5 

5.0 

11.8 

3 . 5 

1 
• n. 

2.1 

0.9 

70—  74 

6.8 

4.1 

10.8 

• '"T 

1 ■> 

0.8 

0.9 

0.4 

75  - 79 

6.2 

3.5 

10.1 

4.7 

. 5 

0.3 

0.3 

• 0.2 

80  - 84 

4,7 

3.8 

8.9 

.1 

0.1 

0.1 

— 

85  & over 

5.5 

2.7 

— 



— 

— 

0.1 

Source:  U.S.  Bureau  of  the  Census 
1960  United  States  Census  of  Population 
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Race 

The  non-white  worker  h'lS  a higher  rate  of  unemployment  in 
each  age  group.  Usually  it  as  almost  double  that  for  the  total 
unemploj’-ment  of  both  whites  and  non-whites.  For  well-known  social 
and  ccnonomic  reasons  there  is  a greater  tendency  for  the  non-whites 
to  be  unskilled.  Discrimination  further  limits  their  employment 
opportunities. 

Sex 


There  is  a greater  propensity  for  males  than  females  to  be 
unemployed.  Bnplojmient  oppor  : ities  for  females  in  clerical  and 
low-wage  production  work  probab!^y  account  for  this. 

Skills 

Skills  have  become  in  determining  whether  or 

not  a person  will  be  goinfullj^  employed  throughout  his  lifetime. 
Modern  industry  requires  increo  ingd.y  higher  skill  levels  of  its 
employees.  As  a result,  tlie  opportunities  for  semi-skilled  and  un- 
skilled viTorkers  are  dimini sliing. 

Jobs  requiring  low  skills  are  easily  automated.  One  highly 
skilled  man  and  a machine  can  do  what  many  men  formerly  did.  Opera- 
tives and  laborers  accounted  for  over  50  per  cent  of  the  experienced 
male  unemployment  in  1960,  These  men  must  be  equipped  with  skills  if 
they  are  to  find  work. 

But  a disturbing  phenomenon  is  the  high  percentage  of  crafts- 
men, foremen,  and  kindred  vrorkers  among  the  unemployed  (22  per  cent 
of  the  experienced  male  unemplojment  in  i960).  These  men  are  skilled 
workers.  Shifting  industrial  patterns  r?jid  declining  employment  in 
primary  metals,  mining,  and  other  industries  would  account  for  part 
of  this.  Retraining  for  skills  in  demand  is  their  only  alternative. 
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Industry 

The  industrial  origiri  of  tI:o  unemployed  offers  another  clue 
to  the  nature  of  the  unemp]  o^,mient  problem.  The  table  on  the  follow- 
ing page  gives  the  industiy  orealcdovn  of  the  experienced  male  un- 
employed at  the  time  of  the  1350  Census  of  Population.  Similar 
patterns  can  be  found  in  ' ' rured  i'-nemnl  ored  — VJho  Are  They, 
published  by  the  Bureau  of  >y  ; Security  of  the  Pennsylvania 
Department  of  Labor  and  Industry.  Construction  and  wholesale  and 
retail  trade  account  for  aimo'^t  a third  of  the  experienced  unemployed. 
These  industries  are  subject  r.-  gix-at  seasonal  fluctuation.  Mining, 
as  vve  would  suspect,  contribut  d significantly  to  the  total.  The 
manufacturing  group  is  the  1:. r.  .^st  single  contributor  to  the  pool 
of  experienced  unemployed,  hitliin  this  group  primary  metals  looms 
rather  large,  contributing  almost  15,000  experienced  unemployed. 

Metal  fabricating  and  the  machinerj^  industries  account  for  another 
17,689.  Durable  goods  as  a whole  have  heavier  unemplojTient  than 
non-durables.  These  figures  seem  to  bear  out  the  discussion  on  the 
shifts  that  are  taking  place  in  some  Pennsylvania  industries. 

Our  Snvirormient 

As  important  as  PennsylvarJ.a*  s "climate  for  business"  is  its 
"climate"  for  people.  There  is  incontrovertible  evidence  that  modern 
business  and  industry’-  toda,y  expand  in  areas  where  people  want  to 
live  — expecially  those  enterpri.ses  requiring  highly  skilled  engineers 
and  technicians.  The  recent  expansion  in  Florida,  California,  and 
Arizona  has  been  attracted  by  the  so-called  "good  living"  identified 


with  these  areas. 
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TABLE  7 

UNEMPLOYJ  IEXT  - EX  PEE  I EEC  ED  MALES 

1960  ?E:'JESYL\^.'EE'A 

Indust ly  E>:pcrienced  Unemployed  As  A 
Per  Cent  of 
Total  Experienced  Erperienccd  Industry 

Industry’'  Group Number Unempl o^ned Group  Labor  Force 


Total 

136,322 

100.0 

Agriculture 

3,  S'GS 

2.1 

3.8 

Forestry  and  Fishing 

X 56 

.1 

12.8 

Mining 

13,700 

7.3 

17.7 

Construction 

— . 4 ^ *5 

-J)  D P 

20.6 

16.3 

Transportation,  Commun. ; P, U. 

11,492 

6.2 

4.4 

VJholesale  and  Retail  Trade 

22,077 

11.8 

4.8 

Banking,  Finance,  Real  Estate 

1,660 

,9 

2.0 

Business  and  Repair  Service 

3,377 

2.1 

5.0 

Personal  Service 

3, 3 lO 

1.8 

5 . 2 

Entertainment  and  Recreation 

2,436 

1.3 

11.6 

Professional  and  Related 

7 O 11 
v-v  ^ o 

2.1 

2.0 

Public  Administration 

6, 206 

3.3 

4.5 

Industries  Not  Spec. 

11,377 

6.4 

11.8 

Manufacturing 

53,903 

7 7 O 
o*  mr  • w 

5.5 

Durable  Goods 

47,939 

25.7 

6.0 

Logging 

387 

,2 

13.4 

Savvmills  and  others 

1,  470 

.8 

10.7 

Furniture  and  Fixtures 

1,787 

1.0 

8.6 

Stone,  Clary,  Glass 

5,020 

2.7 

8.0 

Primary  Iron  and  Steel 

13,105 

7.0 

5.5 

Primary  Non  Ferrous 

-j  ^ / r- 

Xj  n-i-O 

.9 

6.2 

Fabricated  Metal  Ind. 

^ 1 

4.4 

7.5 

Machinery  (ex, elec.) 

r 71 

-^5 

2.4 

4.0 

Electrical  Macliine 

4 7 

Ip  .w  . 

2.6 

4,9 

Motor  Vehicles 

2,523 

1.4 

9.8 

Aircraft  and  Parts 

339 

.4 

7.3 

Other  Transportation 

1,739 

.9 

5,2 

All  other 

1,684 

.9 

4.2 

Non-Durable  Goods 

15,708 

8.4 

4.3 

Meat  Products 

634 

.3 

5.2 

Bakery  Pi'oducts 

983 

.5 

4.0 

Other  Food 

3,066 

1.6 

5.2 

Knitting  Mills 

752 

.4 

7.6 

Yarn,  Thread  and  Fab. 

1,233 

.6 

7.3 

Other  Textile 

635 

.3 

6,2 

Apparel 

1,804 

1.0 

5.6 

Paper 

930 

. 5 

2.9 

Printing,  Pub. 

1,461 

.3 

2.4 

Chemicals 

1,410 

.8 

3.0 

Petroleum  and  Coal 

437 

.3 

2.3 

Rubber  Plastic 

750 

.4 

3.9 

Footware  Ex. Rubber 

733 

.4 

6,2 

All  Other  Non-Burable 

779 

.4 

8.1 

Sourc 

e:  U„S.  Bureau  of  the  Census 

1960 

Census  of 

Population 

I 


The  Boston  area  complex  and  its  counterpart  in  Southeion 
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Calif orrm.a  are  based  on  rich  educational  assets. 

Unquestionably  schools;,  parks  and  recreational  opportunities, 
water  and  sewer  facilities,  roads  and  highv/ays,  the  quality  of  housing 
and  the  over-all  aesthetic  attractiveness  of  the  environment  have 
a great  influence  on  modem  industrial  location.  Pennsylvania,  in 
spite  of  its  beauty,  has  a severe  man-made  environmental  problem, 
which  is  working  to  our  great  detriment. 

V7e  live  in  a "use  and  discard”  society.  We  consume  containers 
clothes,  houses,  and  other  material  goods  in  a fashion  that  would 
astound  the  Puritan  settlers,  whose  motto  was  "use  it  up,  wear  it  out, 
maice  it  do,  do  without".  Unfortunately,  it  seems  that  in  todays s 
society  we  may  also  discard  vd'iCle  cities  — through  blight  and 
deterioration. 

Housing 

A gl.ance  at  the  map  of  unsound  housing  gives  one  dimension  of 
tliis  problem.  The  counties  of  the  State  are  divided  into  quantiles 
according  to  the  percentage  of  housing  rated  as  unsound  by  the  1960 
Census  of  Housing.  It  is  sobering  to  find  that  in  some  counties  of 
the  Commonwealth,  more  than  a tiiird  of  the  housing  is  ^below  miriimum 
standards.  Even  in  the  better  areas  — the  quartile  shown  in 
white  — there  is  a housing  problem;  in  every  county  at  least  6 per 
cent  of  the  housing  is  not  sound. 

Mill  Towns 

Many  of  our  cities  and  tovais  were  built  up  around  heavy 
manufacturing  and  extractive  industries.  Some  of  them  are  far  from 
attractive.  Fortunately,  Pemsylvarla  has  led  the  Nation  in  urban 
renewal  for  well  over  a decade.  The  past  ten  years  have  seen  nearly 
100  renewal  projects  in  Pennsylvania.  Over  $200,000,000  in  State, 
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local,  and  Federal  money  / .volved.  T>.cse  efforts  must  bo  con- 
tinued and  e:cpanded. 

Mine  Scars 

The  map  of  heavy  strip-mining  areas  points  up  another 
problem  — the  scars  of  coal  stripping  on  the  land.  The  countryside 
is  gouged  open  and  torn  apart.  But  there  is  more  than  ugliness  — 
there  is  the  scourge  of  acid  mine  drainage  in  our  rivers.  The  ne:jrt 
map  shows  how  many  rivers  and  streams  in  our  State  are  grossly 
polluted.  Note  the  close  co:I ‘■•cidence  between  economic  distress  and 
pollution. 

In  quantity  Penn  vara  a has  the  potential  for  a plentiful 
water  supply.  From  the  stsjicpoint  of  ~uality,  however,  we  have  many 
problems.  V/ater  for  indis  try,  for  ccmestic  use,  for  recreation  is 
essential  for  an  expanding  economy.  V/ater  is  the  one  resource  wliich 
we  possess  far  in  e:xess  of  'a  '/estern  states.  Californians  water 
problem  is  bound  to  ILmit  ics  grovyh  eventually  in  spite  of  its  current 
bold  and  imaginative  programs.  Pennsylvania  has  the  opportunity  to 
present  an  alternative  to  developers. 

On  The  Hatter  Of  Our  V/age  Climate 

In  the  aggregate,  Pennsylvanians  wage  climate  is  good. 

The  attached  chart  compares  all  of  the  states  in  average 
weekly  hours  worked  and  average  hourly  earnings.  Pennsylvania  is 
below  every  other  major  manufacturing  state  except  Massachusetts. 

In  some  industry  groups,  unionsim  is  almost  urdversal  — for 
instance,  primary  metals.  A manufacturer  has  little  to  gain  by  moving 
from  one  state  to  another  because  he  will  find  the  union  there,  too. 

Those  industries  which  seem  to  flee  from  high  wages  — leather 

and  te:ctiles  — are,  in  some  cases,  not  especially  woil:h  courting, 
since  they  rely  upon  low-wage  female  labor. 
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One  may  argue  about  whit  a 'Must"  wage  may  be  for  a part- 
icular type  of  worber.  There  are  and  v.lll  continue  to  be  such 
arguments,  but  it  is  certain  that  most  manufacturers  seeking  low 
wages  will  learn  that  wage  rates  are  tending  to  equ.alize  throughout 
the  U.S.  The  last  low  wage  haven  is  in  the  South  and  there  is  reason 
to  believe  that  this  too  v.d].l  soon  disappear. 

^•/e  can  not  afford  to  fell  victim  to  the  "conventional  wisdom" 
that  business  climate  is  simply  a matter  of  unions  and  taxes.  Cali- 
fornia is  a high-\>'’age,  high-tax,  Iiigh-debt  area,  as  are  New  Jersey 
and  New  York.  They  are  all  gro'.ving  faster  than  Pennsylvania. 

Txxes 

In  1960,  approximately  14  states  had  a lower  combined  state 
and  local  tax  burden  than  Pennsylvania.  From  the  map  it  can  be  seen 
that  most  of  these  are  southern  states.  State  cand  local  taxes  are  not 
a drain  on  business.  They  are  an  investment  that  modern  business 
insists  upon.  They  are  an  investment  in  education  (over  a third  of 
state  and  local  expenditures,  natiomvlde,  are  for  education);,  highways 
(about  20  per  cent  nationvlde  in  1960),  and  other  vital  services.  It 
is  easy  here  to  be  "peruay  vnlse  and  people  foolish".  V/e  must,  of  course, 
insist  upon  wisdom  and  frugalit;^  in  our  public  investments  — but 
investments  they  are.  Indeed,  Penns3dvania* s economic  difficulty  may 
be  traced  in  large  part  to  our  failure  to  make  adequate  public  invest- 
ments over  a long  period  of  years. 
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IV.  A TIMS  FOR  ACTION 

The  overwhelming  task  confronting  State  Government  today  is 
the  restoration  of  full  employment  in  Pennsylvania. 

This  \>all  be  a complex  and  expensive  task.  It  will  require 
that  attention  be  given  to  the  many  forces  now  operating  to  the  detrimient 
of  Pennsylvania’s  economy. 

It  will  require  a subst.ontial  broadening  of  existing  State 
programs  in  the  fields  of  resornce  and  economic  development,  education, 
and  transportation.  State  promotional  efforts  and  plant  financing 
prograras  are  vital,  but,  by  themselves,  not  enough  to  do  the  job. 

Goals  and  Concerted  Action 

In  order  to  bring  the  enormous  resources  of  all  the  departments 
and  agencies  of  State  Government  to  bear  upon  the  economic  plight  of 
Pennsylvania,  a plan  is  essential.  Only  by  clearly  assessing  our 
problems,  defining  our  goals,  and  preparing  a line  of  action  can  we 
achieve  our  goals  with  a minimum  of  expenditure  and  a maximum  effectiveness. 

Recorrimendatj.on  One; 

A general  State  Devc-locmcnt  Plan  must  be  prepared  to  clearly 
assess  the  development  reauirements  of  each  region  in  the  State  and  the 


costs  required  to  realitr.e  that  development. 


In  a companion  dccumonr  to  tliis  report,  ("Tcuaixl  a State 
Development  Plan  - A Progress  Keport  and  a Proposal  for  Action”) 
the  State  Planning  Board  outlines  such  a plan. 

Upgrading  our  Environment:  A Crucial  Problem 
Much  of  our  difficulty  in  attracting  high-vage,  high-grade 
industrial  and  business  activity  to  Pennsylvania  may  be  traced  to  the 
problems  of  community  environment.  We  are  a ctate  made  up,  in  large 
part,  of  19th  century  industrial  to^ms.  >fan3''  of  our  communities  are 
deficient  in  modem  public  ser'/'  ; and  tl:e  educational,  cultural,  and 
scenic  amenities  which  are  playing  an  increasingly  important  role  in 
attracting  new  investment. 

Much  of  the  Nat  ion  grov^th  today  is  in  the  so-called  ”good 

living”  states  — Arizona,  California,  and  Florida.  It  appears  likely 
that  several  decades  hence,  the  grovrth  rates  of  these  states  will 
reach  a plateau,  due  primarily  to  resource  limitations.  At  that 
time,  it  is  quite  liioely  that  there  will  be  a dramatic  shift  in 
population  migration  back  toward  the  Eastern  Seaboard, 

But  California  teaches  us  an  important  lesson:  Pennsylvanians 
environment  must  be  brought  up  to  the  standards  of  mid-20th  century. 

The  hearts  of  our  communities  must  continue  to  be  renewed  and 
rejuvenated. 

The  blight  left  on  our  landscape  by  decades  of  resource  abuse 
must  be  ameliorated. 

The  recreational,  educational,  cultural,  and  scenic  amenities 
must  be  provided.  This  is  not  impossible  in  view  of  the  rich  historic, 
educational,  and  scenic  base  we  possess  in  the  heart  of  the  Nation^s 
most  densely  populated  region. 
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Recommendation  Two: 

The  corrumuni  ty  dev_eIo''rr,e:  ac  prog  ran;  s of  State  Government,  including 
planning,  urban  renewal.,  housing,  and  recreat ion,  must  be  expanded.  A 
prof essionally-eualified  staff  of  m,orc  adequate  size  must  be  provided 
to  administer  properly  these  programs.  Staff  specialists  should  be 
available  to  undertake  research  in  ccrjaunitv  development  problems  and 
to  provide  technical  assistance  to  Pennsylvanians  coirimunities  concerning 

these  community  development  matters o Advisory  services  in  fields  such 

as  the  ’’Workable  Program"  for  Community  Improvement,  codes  and  ordinances, 
housing  and  relocation,  streetscaoes , mass  transpoid:ation,  rural  plajaning 
and  develcpm.ent , and  open  space  s hould  be  of fered.  These  community 
development  urograms  should  be  closely  related  to  the  industrial  develop- 
ment and  tourist  development  urograms  of  State  Government. 

Naturail  Resources:  Base  Of  Our  Economy 

Much  of  the  past  economic  growth  of  Pennsylvania  was  based  on 
our  rich  natural  resources. 

V^e  can  never  expect  our  cnplojnnent  in  the  resource  industries 
to  he  what  it  once  was  — mechani-zation  of  mining  and  other  resource 
industries  militates  against  such  a development.  But  these  natural 
resource.s  can  provide  the  essentials  for  industries  related  to  them. 

For  example,  to  some  industries,  the  cost  of  power  is  an  import- 
ant part  of  'che  total  production  costs.  Cheap  power  generated  at  the  mine 
head  can  therefore  provide  the  ir^centive-  for  such  industries  to  locate 
in  the  State,  We  should  be  heartened,  therefore,  by  the  plan  of  a group 
of  private  ut.ili.ties  to  develop  o i into?'-conngcting  network  based  on 
large  coal-fueled  generating  plants  near  the  coal  fields. 
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Our  forest  resources  can  help  attract  pulp  and  paper^  furniture, 
and  a host  of  other  wood-related  businesses.  The  timber  output  in 
Pennsylvania  should  be  increased  in  keeping  vvlth  market  demands. 

No  resource  is  more  essential  to  expansion  than  water.  The 
river  basin  development  now  under  way,  as  well  as  plans  for  the  small 
watersheds,  should  be  continued  at  the  present  pace. 

Recommendation  Three; 

The  Statens  consei'^/atio n programs  should  be  tied  in  \vdth  the 
entire  pxcnomi.c  redevelopment  proarcara  and  no  longer  viewed  as  primarily 
a recreatioruoriented  act ivitv.  A larger  biidget  for  water  and  forest 
conservation  is  .justified. 


Transportation 


Pennsylvania’s  greatest  advant.ige,  next  to  her  population,  is 
her  location.  We  lie  athwart  the  major  transportation  lines  between 
the  metropolitan  seaboard  and  L - i w ' ' tX  dwest.  Vke  must  talce  full  advantage 

of  this  a.s3et.. 

It  is  clear,  however,  that  many  sections  of  the  "State,  primarily 
in  the  mcunca:va  and  plateau  section,  suffer  from  acute  transportation 
deficiencios.  Peo.urylvania’ s Appalachian  Mountains  are  ’’something  to 
get  through”  at  the  present  tLme.  The  pattern  of  traffic  and  highway 
construction  in  this  region  is  such  that  express  highways  are  merely 
corridors  thror.gh  or  by-passes  to  the  area.  There  is  relatively  little 
ec  onomic  ” s pi]-! -off”  f rcra'  them . 
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Recorjnendition  T^our: 

The  possibility  of  federal  legislation  to  authorize  "development 
highways”  should  be  thoroiighlv  explored  in  concert  \vdth  the  Governors  of 
the  other  Appalachian  States,  Such  high\v^ays  would  be  constructed  for  the 

express  purpose  of  inducing  new  economic  activity  in  distressed  areas. 

A special  ccrrjTiittee  should  be  constituted  bv  the  State  Plcarming 

Board  to  review  the  transportation  problems  of  the  State  and  malce 

appropriate  recoinmendations  for  developing  our  transportation  network. 

Education  and  Training:  The  Key  To  Success 

Manpower  is  our  most  basic  resource.  So  is  brainpower.  V7e  \ 
must  assure  ourselves  that  Pennsylvania  manpower  and  brainpower  are 
trained  to  meet  the  requirements  of  today's  economy. 

Where  change  has  eliminated  the  demand  for  certain  Pennsylvania 
skills,  those  affected  must  be  re-trained  to  new  skills. 

Where  the  unskilled  can  find  no  opportunity  for  employment  — 
a trend  of  increasing  consequence  for  many  Pennsylvanians  — they  should 
be  trained. 

Our  extensive  network  of  institutions  of  higher  education  must 
be  so  developed  that  it  provides  the  talent  required  by  modern  industry 
and  can  help  attract  new  industry  to  Pern s^dvani a. 

Recommendation  Five; 

Where  pertinent,  the  recorrmendrtions  of  the  Governor's  Committee 
on  Education  in  this  field  should  be  followed.  Support  should  be  given  to 
programs  now  before  Congress  which  v/ould  help  the  young  and  unskilled  ac- 
ouire  skills.  The  Youth  Empl nvan e n;^_0r rortunities  Bill  should  be  supported. 
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Pennsylvania  should  rr.njntnln  its  excellent  record  of 
participation  in  t he  proaratis  authorized  bv  the  Manpower  Training  Act. 

Assistance  should  be  provided  bv  the  Corrjnonwcalth  to  cur 
colleges  and  universit ies  in  establishing  new  centers  for  research  and 
graduate  training.  The  exact  form  this  should  take  has  not  teen 
defermined  by  the  State  Planning  Board  but  should  be  thoroughly  studied 
by  a group  designated  by  the  Governor.  '\ 

Labor-Management  Pxolations 

The  promotion  of  a good  labor-management  climate  is  vital  to 
industrial  peace  and  economic  development.  Neglected  labor-management 
relations  can  tend  to  fester.  Bad  feelings  develop.  Not  only  \vdll 
industry  move  away,  but  an  area  will  get  the  reputation  of  being  a 
bad  place  for  labor-management  relations.  It  is  often  impossible  to 
induce  industry  to  locate  in  an  area  with  such  a reputation. 

Yet,  it  is  too  late  to  exercise  much  influence  after  the 
problems  develop.  The  need  is  to  learn  what  to  do  to  promote  year-round 
full-time  labor-management  cooperation  — to  identify  ppcblem  areas 
before  they  become  problems  — to  teach  both  sides  of  the  bargaining  table 
to  respect  each  other  and  to  be  concerned  \tith  the  good  of  all. 

The  problem  of  promoting  a good  labor-management  climate  is  more 
pressing  at  the  moment  in  some  states  than  in  others,  but  in  the  end 
it  is  going  to  be  needed  in  all. 

Recoirmendat ion  Six : 

A Labor-Management  Cem-mittee  composed  of  outstanding  repre- 
sentatives from  business,  labor  and  th e rubli.c  at  largo  should  be 
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established  to  help  solve  iirjncdiite  labor  problems  and  to  develop 
programs  for  preventing  future  ones.  Tltis  techninue  has  been  used 
with  some  success  in  \vdlkcs-3arre  and  other  Pennsylvania  cities. 


Tax  Policy 

The  State  economic  development  program  must  concern  itself 
with  taxes  and  tax  policy,  VJliich,if  any.  State  taxes  drive  industry 
out  of  the  State  or  put  road  blocks  in  the  way  of  expansion?  Which 
taxes  encourage  business  expansion?  Wlia.t  is  the  appropriate  balance 
between  a tax  level  high  enough  to  provide  the  services  and  facilities 
industry  and  its  employees  want,  and  yet  not  so  high  so  as  to  place 
industry  at  a disadvantage  mth  its  competitors  in  another  location? 

What  tax  concessions,  if  any,  ought  properly  to  be  offered  to 
induce  industry  to  locate  locations  in  a particular  area?  Who  should 
pay  for  these  concessions?  Iv'iac  gaidance  can  be  given  to  local  groups 
to  help  them  avoid  the  unwise  and  illegral  concessions  which  they  might 
otherwise  give  in  their  over-eagerness  to  "land"  that  nev/  industry? 

More  is  involved  here  than  the  relative  tax  burden  on  corporate 
enterprise  and  individuals  in  various  states.  State  and  local  governments 
have  only  a given  amount  of  wealth  that  they  can  tax  in  order  to  obtain 
the  revenues  necessary  for  their  operations.  This  wealth  is  in  different 
forms  ■ — real  property,  income,  person.al  property,  and  intangibles. 

State  and  local  governments  are  limited  in  the  way  and  degree  to  which  they 
may  tcLx  these  forms  of  wealth.  Property  taxes,  earned  income  and  graduated 
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income  taxes,  corporate  ta:xcs,  and  sales  and  use  taxes  all  have  a 
quite  different  impact  on  the  economy  of  the  State.  The  variation  in 
types  of  taxes  is  as  important  as  the  variation  in  amounts  of  taxes. 

In  addition,  the  problem  of  tax  rates  and  the  economy  must 
be  put  into  context.  i\ll  businesses  and  individuals  would,  perhaps, 
prefer  not  to  be  taxed  at  all,  but  this  is  not  possible.  Taxes  are 
used  to  provide  the  services  that  are  needed.  The  tax  burden  must  be 
weighed  against  the  service  needs.  The  most  economical  thing  that 
government  can  do  is  provide  a dollar's  w^orth  of  services  for  a dollar's 
worth  of  taxes.  Furthermore,  taxes  must  be  put  into  the  context  of  the 
total  cost  of  doing  business.  Compared  to  labor  costs  and  transportation 
costs, taxes  are  often  a less  significant  varia,ble.  Many  conflicting  studies 
are  available  on  the  importance  of  taxes  in  the  location  of  industry. 

It  is  necessary  to  resolve  tTa'ese  conflicts  in  order  to  forge. “a  sound 
tax  policy. 

Recommendation  Seven; 

Pennsylvania's  total  state  tax  policy  should  be  reviewed 
based  on  an  action-oriented,  comprehensive  study  of  State  and  local 
tax  structures  in  Pennsylvania. 

Encouraging  Business  /md  Businessmen 

Pennsylvania  rose  to  industrial  greatness  through  the  efforts 
of  dynamic  businessmen.  But  the  role  of  such  men  in  our  national 
economy  has  subst.mtially  altered  in  recent  decades.  We  have  gone  from 
the  era  of  the  entrepreneur  to  tlve  age  of  the  giant  corporation. 
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From  the  business  started  by  one  man  v.dth  little  or  no  money  perhaps 
in  a garage  or  small  shop,  we  have  gone  to  the  gargantuan  enterprise 
owned  by  absentee  stock  holders  and  operated  by  professional  managers. 

The  effects  of  this  change  in  the  industrial  community  are 
profound,  for  although  we  possess  in  Pennsylvania  the  labor,  capital, 
and  materials  necessary  to  give  birth  to  new  enterprise  the  decisions 
to  start  a new  plant  are  made  in  the  national  headquarters  of  corpora- 
tions. The  entreprenurial  spark  is  gone  from  the  economy.  V/e  must 
restore  it.  Only  from  the  private  initiative  and  economic  decisions 
of  businessmen  can  true  economic  recovery  spring. 

It  is  true,  of  course,  that  one  can  not  go  into  the  guided 
missile  business  with  $500  and  i manage  but  it  is  still  possible  to 
enter  small  scale  processing,  f : r-icaririg,  and  manufacturing  business 
with  relatively  little  capital. 

VJhere  Are  The  Opportunities  For  Gro\vn:h? 

There  are  numerous  fields  offering  opportunities  for  new 
investment  and  employment  in  Pennsylvania. 

The  maturing  forest  resources  of  the  State  have  ^already  provided 
the  basis  for  a resurgence  in  wood-related  business  in  the  State.  The 
northern  portions  of  the  Susquehanna  and  Allegheny  River  Basins,  in 
particular,  appear  to  provide  opportunity  for  this  kind  of  development. 

Pant  of  the  marketing  problems  of  Pennsylvania  agriculture  can 
be  met  by  a stepped  up  effort  to  develop  more  processing  plants  for 
agricultural  products  in  the  State.  A variety  of  new  processing 
technologies  can  be  exploited.  If  men  ulth  the  talent  for  developing 
successful  ventures  in  this  field  can  not  be  found,  the  farmers  of  each 
area  might  consider  cooperatrte  arrangements. 
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Tourism  and  recreation  represent  some  of  the  greatest  ex- 
pansion possibilities  for  cercain  areas  of  the  State.  Some  of  these 
regions  are  described  in  detail  in  the  report  of  the  State  Planning 
Board  on  PROJECT  70. 

The  opportunities  for  developing  small  enterprise  are  as 
varied  as  our  economy  and  our  resources. 

RccoirjTiendation  Eight: 

It  would  seem,  therefore,  that an  important  nev  effort  should 
be  made  in  encouraging  "home  gro^rn*'  industry  through  a variety  of 
technical  assistance  arrangements.  It  may  even  be  necessary  to  educate 
and  cultivate  new  talent  for  business  enterprise. 

Risk  Capital ; . Critical  Problem 

Inevitably,  with  an  e3"e  to  protecting  the  public  investment, 
public  authorities  in  the  business  of  financing  private  enterprise 
tend  to  be  cautious  in  volunteering  capital.  The  Pennsylvania  Indus- 
trial Development  Authority  is  typical  in  this  respect. 

Our  economic  predicament  is  of  sufficient  serioysness  and  of 
such  proportions,  however,  that  some  experimentation  is  essential  if 
we  are  to  initiate  new  economic  activity  in  many  communities.  The 
proposal  to  find  new  talent  and  set  it  up  in  business  inevitably  involves 
a gamble.  Where  there  is  risk,  there  will  be  some  failure. 

But  the  American  economic  system  is  such  that  risk  is  the  con- 
comitant of  success.  We  must,  in  so;.;e  way,  provide  the  capital  for 
risk-taking. 
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Pennsylvania's  welfare  budget  hovers  around  $345,000,000. 

Surely  a small  fraction  of  this  .amount,  designed  to  get  the  able-bodied 
off  the  welfare  rolls,  is  v/orih  committing  to  a risk  venture. 
Recommendation  Nine: 

A commj.ttee  of  businessmen  and  labor. including  substantial  repre- 
sentation from  the  banloing  community,  should  be  formed  by  the  Governor 
to  explore  possibilities  for  setting  up  a snecial  fund  of  risk  capital 

to  encourage  the  formation  of  n e c o al  enterprise. 

Industrial  Developi.  . : . 'i.ro  '//e  Doing  Enough? 

Pennsylvania  enjoys  an  enviable  record  among  the  states  in 
the  success  of  its  industrial  development  efforts. 

Nevertheless,  we  must  ask  ourselves  if  the  35,000  jobs  which 
can  be  attributed  to  the  Pennsylvania  Industrial  Development  Authority 
since  it  was  first  created  in  1955  have  made  enough  of  a dent  in 
Pennsylvania's  unemployment  (which  frequently  ranges  as  high  as  400,000 
persons). 

It  seems  clear  that  present  financing  and  promotional  efforts 
adtiin-if/CiSPed  by  the  Pennsylvania  Department  of  Commerce  should  be 
augmented  and  broadened  to  accomplish  a nianber  of  important  tasks  which 
today  are  going  unmet. 

Existing  assistance  to  private  industry  in  plant  location 
by  the  Pennsylvania  Department  of  Commerce  should  and  must  be  continued. 
The  Business  Services  and  Research  activities  of  the  Department,  should 


be  expanded. 
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P.  cu  Ten: 

The  powers  of  the  Pv 


ndustriol  Develcrment  Authority 


should  be  broadened  to  prov'  / - u-'  for  the  modernizetion  and 

expansion  of  existing  St  a t e in  r n s t . t e r h ans  naralleling  the  provisions 


of  equipment  such  as  machinery)  the  possibilities  in  this  direction 

must  be  explored. 


Economic  Study 


The  bread  economic  study  program  already  initiated  under  the 


joint  sponsorship  of  the  State  Planning  Board  and  the  Department  of 
Commerce  should  be  continued.  This  "Interim  Economic  Report  to  the 
Governor"  is  only  a small  part  of  this  overall  program.  Other  essential 
elements  include  the  economic  reporting  system  and  the  data  bank,  the 
economic  atlas  on  a county  basis,  the  long-range  economic  reporting 
system,  including  the  anal>^cical  system  of  regional  accounts  for 

4" 

Peraisylvania,  other  special  studies,  and  periodic  definitive  economic 
reports  to  the  Governor  and  the  people  of  the  Commonwealth  which  will 
include  more  specific  recommendations  than  are  possible  at  this  time. 
These  definitive  economic  reports  develop  a profile  of  the  economy 

of  the  State,  point  up  problem  areas  in  the  economy  of  the  State,  and 
relate  the  programs  of  the  Coassonwealth  govei’nriient  to  th.s  economy  and 
to  economic  development  a.ctivities. 

Recommendation  Eleven: 


This  economic  stud;'  pr 


ram  ma:st  be  continued  in  order  to  give 


the  entire  economic  development 


ifort  a solid  planning  base. 
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